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Ottawa, Ontario, 
Tiaesday, May 2, 1950. 


MR. MACPHERSON: My lord, I wish to make a statement 
on behalf of Mr. Lynd, counsel for the Saskatchewan coal 
operators, who found that it was impossible to be here himself 
to take part in the argument; and I shall be very brief. 

The evidence dealing with the claim of the Saskatchewan 
coal operators is to be found in Volume 5 of the evidence 
at Lay 823 to 862. The matter is also referred to 
Exhibit 128 at pages 56 and 57. 

The whole difficulty, so far as the Saskatchewan coal 
operators are concerned, is that the quality of the coal that 
is produced in the Estevan, Bienfait and Roche Percee 
field is a coal that has only from 6,500 to 7,000 British 
Thermal Units per ton as against about 14,000 B.T.U's 
per ton in respect of Alberta and British Columbia coal, 
and as against about 8,750 B.T.U's per tonr in respect of 
the Alberta lignite, which is a superior lignite in quality 
to the Saskatchewan product. 

Just for the record, may I say that the production of 
coal over the past years will be of interest. The first 
production of coal was in 1890 when only 200 tons were 
produced; by 1915, 240,000 tons were produced; by 1929, 
580,000 tons; by 1933, 927,000 tons; and in 1937 the 
production exceeded one million tons of coal. During the 
last four years, from 1945 to 1948, the production has gone 
up to 1,500,000 tons of coal per year. That is from 1945 
to 1948 inclusive, the only years for which I have the 
figures. I Se ak them for 1949. In each of those 


years the production exceeded 1,500,000 tons. 
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Originally the coal that was produced was used in 
Saskatchewan and some in Manitoba for domestic purposes. 
Today 75 per cent of the coal is used for industrial purposes; 
and of the production, 60 per cent of the production is 
consumed in Manitoba and 40 per cent only in the province of 
Saskatchewan. 

Then in the field there is this interesting fact, that 
the deep-sea mining as it has existed there has practically 
gone out of business. As late as 1943 only 54.8 per cent of 
the coal mined was mined by the strip mining process; but 
last year 98.64 per cent of the coal mined was mined by the 
strip process. 

The complaint of the Saskatchewan coal operators, 
and what they suggest to the commission for its consideration, 
is this, Having regard to the quality of the coal; in the 
various rate increase cases there has been a flat allowance 
per ton of increase irrespective of the quality of the 
coal or irrespective of its value. 

THE CHAIRMAN: Of what? 

MR. MACPHERSON: Irrespective of the quality of the coal. 


THE CHAIRMAN: No; I thought you said something else. 


MR. MACPHERSON: Or irrespective of its value. The 
fact is that having regard to efficiency, probably you could 
call it, it takes two tons of Saskatchewan coal to equal one 
ton of Alberta coal, in B.T U's; and yet the flat increase 
of 25 cents a ton, on both!: coals, was what was imposed under 
the 21 per cent case; and the flat rate was also imposed 
under the 16 per cent case. 

In the United States there were three cases, and 
I will give Your lordship these citations: Ex Parte, 162, 266 
£0.00. == 

THE CHAIRMAN: pari@sn me a moment. Did you say "Ex Parte"? 


,eveoqssuq of snoicneols “all ene nd aes 


4 


ey 


ean 
| oo : a? - \2 s + 
acuoguwg Leirtegbat 0% Bo ot a Leos ett t aa 


) ; i ae 
et goktoubotgd « Sniso tog SS ,nofvoctetq = 


ne veg OF bas cdotiant af bat 


or ae 


uo? wk Ghee | 
. sis fo? ons av 


12 Vi 5 es 


SONY 
» ) 


: _* Ae 
. ey ¥ 4 ne - a Cs tae p 


a oe - 
70 . 20d = Arne CS ae 
: ; =< i 


TNSH0R 


-21264- Mr. MacPherson 


MR. MACPHERSON: Ex Parte 162°, to be found in 266 I.C.C. 


537 at 620, the reference to coal; Ex) Parte. 166, 270ci. C.; 
403 et. 457} and) Ex: Parte,,168,.276.1.CaC., page-9 at 174. 

These were cases where increases were given by the 
Interstate Commerce Commission and at each of these pages 
as indicated in the citations I have given, the treatment 
by the Interstate Commission Commission of coal was to fix 
the increase for lignite coal at one half that of bituminous 
coal; that is, there was recognized in the freight rate 
treatment the difference in the quality of the coal; and 
actually the rate as fixed was one half of the rate as fixed 
for bituminous coal. 

THE CHAIRMAN: I suppose there is a difference too in 
the value, or in the price? 

Mit MAC PHERSONe There: lene difference in the price, yes. 

THE CHATRMAN: A corresponding difference.a 

MR. MACPHERSON: There is a corresponding difference 

in the price. So far as Saskatchewan coal is concerned, the 
price is cheap ibecause of the fact that the B.T.U's are 
low. 

There is also in our own country, in the western 
rates’-case).in-1914,.17 ¢.R.C., 123 -- 

THE CHAIRMAN: 17 what? 

MR. MACPHERSON: 17 C.R.C. -- Canadian Railway Cases -- 
Ze5, my Lora 

THE CHAIRMAN: That is the western rates case, is it? 

MR. MACPHERSON: The western tolls case, yes; 1914. 
There was a recognition there that there was this distinction 
between the two coals, for in respect of Alberta bituminous 
coal the rate was 55 per cent of Class 46 and in respect of 


the lignite coal it was 50 per cent. 


(Page21267 follows) 


| ae soes7 a. 
aoe. CRE 4a DS ams 20% ogo a 1 
| ui wuptg staw soneotsmt conulw esate os 
+o pra obec ago. I spresie’: F 


<i * a 
,crovky ov Eoeamtieedio walt ob Guage 


n iseeedarewe 


ROGGE. 


A ay 
wwe 


6 
Can 
= 


* 669049 vewll-? ast deni 3,39. VE RO CHAR TO AMY Wn 


a3 8) dent sMagAiy rr an 
wad aw welt HOLARNEOAM A 
bY Se stoelD at ‘eW SENT ted Stang soigiayouee © > eae, ae 


iv 


6 
7 4 
A a * a 
- b Sa cs : 


nt 40%, eigen owt « asa: 


rf0 to taos seq Gq tee ahaa was f 
Joo s9 O8 gam $t Lagos Six at 't-on 
; F 4 0 . - ‘ 4 hy J rs i. 7 il e 
(awollot TéRisage?) nee | 
; ! ‘ <7 eT; aft ie 


Al [tah 


MOL tak) ay see Mr, MacPherson 


There was a ten per cent differential in favour of the 
lignite as against the other coals with a higher B.T.U. 
content. The complaint of the Saskatchewan coal operators 
is that there is a measure of discrimination in so far as 
they are concerned in that this patent difference is not 
recognized. 

THE CHAIRMAN: To refresh my memory, will you 
tell me again how these freight rates operate according to 
distance? Take Estevan to Winnipeg. There is quite a 
lot of Estevan coal goes to Winnipeg. 

MR. MacPHERSON; Yes, a great deal of it. 

THE CHAIRMAN: What does it cost per ton? 

MR. MacPHERSON: I cannot give you the exact 
amount: I think it is $2.36. 

THE CHAIRMAN: They are in the book, 

MR. Mecrhensony “Ll ttiink’ it “ts'$2e.50, It) is in 
the evidence, in any event. Tuninw ib dene aoe bor, 

THE CHAIRMAN: At the present time? 

MR. MacPHERSON: At the present time. 

THE CHAIRMAN: As compared with the situation 
before the increase -- 

MR. MacPHERSON: Before the last increase it 
would be $2.05. There was 25 cents -- 

THE CHAIRMAN: <A flat increase was applied. 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: Is that regardless of the distance? 

MR. MzcPHERSON: I think that is the maximum. 

THE CHAIRMAN: Twenty-five cents a ton no matter 
where it is from? 

MR. MacPHERSON: Mr. Sinclair says, and I think 
it is correct, that the rates are grouped on the field. 

It was $2.05 and went to $2.30, and then there was a 


further increase of 15 cents. 
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THE CHAIRMAN: Fifteercents. 

MR. MacPHERSON: In the last case, 

THE CHAIRMAN: Making $2.45, 

MR. MacPHERSON: $2.45. There is also this 
point, that from the standpoint of rail and from the stand- 
point of Saskatchewan coal operators almost the entire 
production of the Saskatchewan coal operators moves by 
PerdG So far as the Winnipeg market is concerned of 
necessity it must go by rail. There is a great sale in 
Brandon and that must go by rail. In so far as the 
locality is concerned within a radius of one hundred or 
more miles around the field, the Saskatchewan coal opera- 
tors have entered into agreed charge agreements with the 
railway companies, so that practically none of their pro- 
duction goes out by truck, All that is moved is moved by 
rails There is some truck movement from the area, 
but it is largely from the smaller mines. As your lord- 
Ship will remember, there are a great many very small 
mines there, They are not in the association and their 
total production is not great. That is about all I wish 
to say to the Commission6én behalf of Mr. Lynd. 

THE CHAIRMAN; What is he asking for? 

MR. MacPHERSON: What he is asking for is that 
there be a recommendation from the Commission, having 
regard to the extent to which the movement of this product 
depends on the freight rate and the keen competition that 
exists with Alberta coal, that there should be that same 
treatment of lignite in Canada in the matter of freight 
rates as in the United States. 

THE CHAIRMAN: Does he not also say that the 
method of applying the rate itself militates against 
Estevan coal compared with coal farther away? 


MR. MacPHERSON; Yes, he does, my lord. 
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THE CHAIRMAN: What would he have done about that? 
Would he have the method changed into a mileage one? 

MR. MacPHERSON: I do not think he makes any 
Submission in that connection. 

THE CHAIRMAN: It goes on the value? 

MR. MacPHERSON;: On the value. 

COMMISSIONER ANGUS: To whom is the recommendation 
to be addressed? It comes so very near the sort of appeal 
that 1s usually addressed to the Board of Transport Com- 
missioners for particular action. 

MR. MacPHERSON; I may say frankly that the 
position as urged to the Commission was urged by the coal 
operators to the Board of Transport Commissioners in the 
21% case. 

THE CHAIRMAN: Is it not something equivalent to 
the objection of other shippers against horizontal increases? 

MR. MacPHERSON:; Well, yes. 

THE CHAIRMAN: The coal miners object to their 
particular method, 

MR. MacPHERSON; That is right, 

THE CHAIRMAN: I suppose if they asked for any- 
thing it would be a provision in the Act that coal should 
be dealt with along certain principles, 

MR. MacPHERSON: The difficulty is that if you 
are going to deal with every commodity in the Act it makes 
it almost impossible. 

THE CHAIRMAN: Coal in Canada is a commodity 
that does receive special treatment, government subsidies 
and so on, 

MR. MacPHERSON: Subventions and that sort of 
thing are paid east and west. In any event, that is the 
Submission I wish to make on behalf of Mr, Lynd and the 
Saskatchewan coal operators, 
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= PLIPTO! = Mr, Hume 


MR. HUME: Mr. Chairman, during the course of 

the testimony various questions were asked of me and one 
or two witnesses on behalf of the Canadian Automotive 

Transportation Association which could not be answered 
at that time. 

THE CHAIRMAN: You are beginning to argue now? 

MR. HUME: No, I want to put these answers on 
the record as I was asked to do before I start my argument, 
It has not been opportune to do so before because it would 
have meant interrupting witnesses who were here. I have 
two or three items that are unanswered yet which I want to 
put on the record before I start my argument. 


THE CHAIRMAN: You are going to answer them your- 


self? 

MR. HUME: I have obtained the answers so far as 
I have been able to do so, The first reference was in 
Volume 54, page 10328. Mr, OfDonnell asked the witness 


how many trucks were owned by the 1200 members of the 
futomotive Transportation Association in Ontario, I am 
advised that the answer to that question is that the 1200 
members own a total of 9,80@ trucks and trailers, and that 
the average inOntario, counting members and non-members of 
the association, is 2.6 trucks per cverator. At page 
10358 a question came up as to the difference between 

rail rates and truck rates. The witness, Mr. Magee, said 
that he thought in some instances the railways had gone 
below truck rates, and went on to Say that if they had 
gone a little lower the trucks would not have been able 

to carry the freight. I have been in touch with the 
various associations, and I am instructed by the various 
provincial associations to advise the Commission that 
there are no such rates in existence today at which any 


criticism can be levelled although certain situations 
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have existed in the past. So far as today is concerned, 
or 1949 and 1950, there are no such rates. 

At page 10420 Mr, Sinclair asked the witness 
whether the provincial associations had made any studies, 

MR. O'DONNELL: 10620? 

MR. HUME: 10420, 

MR. O'DONNELL: What volume? 

MR, HUME: Volume 54, Mr. Sinclair asked 
whether any of the provincial associations had made any 
Studies as to the question of payment of highway costs 
and their allocation, I am instructed by the associations 
that while they are continually having the matterunder 
review no particular studies have been made, 

At page 10476 of Volume 54 there was a reference 
made to the Transport Act in England of 1947. 

THE CHAIRMAN: To what? 

MR, HUME: The Transport Act of England of 1947. 
One copy of this Act was in our possession, and it was 
loaned to the Assistant Secretary, Subsequently he 
advised that he had received copies from His Majesty's 
Stationers in England. Our copy was returned to us, so 


I presume that matter is attended to, 


(Page 21274 follows) 
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Lastly, Mr. Chairman, on March 10th, in volume 
93, you were discussing 2 matter with Mr. Evans as to 
the practice of the various state regulatory bodies 
licensing railways for intra-state truck movements. I 
was present in the courtroom and I was appealed to as 
to whether I had any information or could get any informa- 
Clow onvehat paint AT iam sorry to say that I have not 
been very successful. I wrote to the American Trucking 
Association in Washington on April 17th to find out if I 
could receive the information that you were inquiring | 
about, sir, and I received a reply from the attorney, Mr. 
Harry E. Boot, who advised that there was no uniformity 
in the United States, and that in order to answer my 
question they would have to examine the rulings of the 
forty-eight state boards. They had never done so, he was 
unable to give me any answer, and therefore, sir, I am 
afraid that I am unable to advise you what is the practice 
with regard to the particular state ruling commissions in 
that regard. 

Now, I think, Mr. Chairman, that that completes 
all of the unanswered items through the transcript where 
I was asked to furnish any additional information. 

MR SINCLAIR: TI presume that that is intra-state 
movement you are talking about. 

MR HUME: Yes ; that was the only matter under 
discussion, Mr. Chairman, was intra-state movement. 

THE CHAIRMAN: Mr. Hume, before you go any fur- 
ther, I think you had better come up here to where Mr. 
MacPherson was. You will not have to talk so loud, and we 
will hear you much better. 

COMMISSIONER INNIS: In the figure which you gave 
as to the average owned by each person, is there any more 


accurate indication as to the extent of large-scale owner- 
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Ship? It does not mean anything to just have a flat 2.1 
trucks per person. 

MR HUME: No. The Department of Highways in 
Ontario advised that, dividing the number of operators into 
the number of trucks, the average is 2.6 in the province. 

COMMISSIONER INNIS: I say that does not mean any- 
thing. What one would like to know is how many trucks do 
the large operators own, as to the concentration of owner- 
ship. 

MR HUME: Well, I have a statement here showing 
the total number of trucks, but I do not think that answers 
your question. You would like to know how many trucks the 
large operators own. J do not know that, but undoubtedly 
I can get that and write in, Dr. Innis. 

MR O'DONNELL: How many are trucks and how many 
are trailers? -- because the average would be nine. 

MR HUME: Eight. 

MR O'DONNELL: Can you break down the number of 
trucks as distinct from the number of trailers? 

MR HUME: I do not think I can do it for the whole 
province, but the Association may have some figures indicat- 
ing the number of trucks owned by some of the large 
operators. 

THE CHAIRMAN: Mr. Hume, would you give me the 
name of your Association again? 

MR HUME: The Canadian Automotive Transportation 
Association. 

Mr. Chairman and honourable Commissioners; 

Before launching into the argument on behalf of 
the Canadian Automotive Transportation Association I should 
like to state, sir, that I am aware of the fact that a 
great deal of the so-called evidence that has already been 


presented in 117 days of hearings has been argued, and I 
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have attempted to do two things in preparing my argument. 
One was to seek to eliminate any rehash of any argument 
that has taken place, and the other was to condense what 
I have to say within the time limit of the memorandum 
issued by the Commission in connection with the argument 
procedure. Where I do rehash or refer to argument, 1t is 
only where I consider it absolutely necessary in order to 
make the argument that I feel should be presented to the 
Commission at this time. 

I should like also to point out to the Commission 
that this Association that I have been representing here, 
with my associate Mr. Rapoport is a federation of six 
affiliated provincial organizations located in the provinces 
from British Columbia to and including Quebec. It is a 
matter of interest perhaps for me to tell the Commission 
that on April 21, 1950, there came into existence the 
Maritime Motor Transport Association, and that subsequently 
it is expected that that Association will become a member 
of the Association I represent, in order that their repre- 
sentation would be truly national from one ocean to he 
other. I feel that the Association Speaks on behalf of the 
members certainly, although I do not represent here any 
individual trucking operator or trucking concern, but 
through me the Association speaks on behalf of the members 
of the Association. 

| I represent an industry that is not under the 
jurisdiction of the Dominion Parliament. The Association 


decided that the terms of reference as contained in the 


Order in Council No. P.C. 6033 were not specifically the 
concern of the trucking industry, because the terms of the 
Second paragraph indicated that the Committee of the Privy 
Council had come to the conclusion 


" that it would be in the public interest that an 
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inquiry be made into the matters involved ir 
order that all questions of economic policy within 
the jurisdiction of Parliament" -- 

and by that they mean, of course, the Parliament of 

Canada -- 
"arising out of the operation and maintenance of 
national transportation, may be examined and reported 
upon." 

The industry therefore took the original view 
that this inquiry was not something with which they should 
be concerned, and they took no action apart from writing a 
letter to you, sir, as Chairman, on December So Oey 
offering assistance whenever that might be required. 

Tt became obvious, however, as the Royal Com- 
mission proceeded to hold its regional hearings and hear 
Submissions across the Dominion of Canada that the trucking 
industry was receiving considerable prominence in connection 
with the submissions of the various organizations to this 
Royal Commission and in the cross-examination of certain of 
the parties appearing before it.. For example, the outline 
Submission of the Rallway Association of Canada, dated May 
28, 1949, which was available before the hearings commenced, 
indicated to the industry that they were going to receive 
certain prominence ,certainly in that brief, and that there 
was an attack there that they should answer. Also in the 
matter of cross-examination of witnesses 2 typical example 
is found at page 402 in volume 3, where a witness was asked 
the question, "Don't you think it is fair that the trucking 
industry should pay its fair share of the highway costs?" 
indicating that there was a Suggestion that they were not. 
Because of this fact and others, and because of the fact 
that the industry, the Association I represent, believed 


that certain portions of the record were incomplete and to 
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Some extent inaccurate, that earlier decision was reversed, 
and the Association asked permission to file a brief and 
appear with witnesses before this Commission. 

This Association is aware that it is not com- 
petent to make recommendations on the terrific problems 
that are included within the Order in Council P.C. 6033 
in the transportation field within the jurisdiction of the 
Dominion of Canada, and the Association also feels very 
Strongly that it was none of its business to criticize or 
make any comment to the railways on the manner in which 
they run their own businesses. And I think, Mr. Chairman, 
an examination of the record will indicate there might be 
the odd exception, but I do not think you will find in the 
record anywhere there has been any criticism levelled at 


the railways by the trucking industry in this hearing. 


(Page 21280 follows) 
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The appearance therefore of this industry before the 
Commission is designed to assist where possible and 

to keep the record straight. The Association decided 
that by appearing before the Royal Commission, matters - 
dealing with the trucking industry would not be heard 
ex parte and that the picture would be kept in focus, 
Rather than have the impression by the slip of a witness 
or something that was said and perhaps misunderstood to 
mean a problem of greater magnitude than that which 
really exists, it was felt that by making certain 
presentations here the matter could be kept in focus. 
It is doubtful if the Association would have taken 

any part in these proceedings if it had not been for 
the attack of the Railway Association of Canada, and 
that attack, it was noted, was adopted and approved 

by both the principal railroads in Canada. 

In order to sketch for a brief moment the 
historical background of the trucking industry, I think 
i need only remind you, sir; that the industry has 
developed within the memory of most of us in this room. 
There has Hees however, a conflict in the transporta- 
tion industry that is very very old, and that conflict 
is obviously apparent today. The earliest example: 
of the conflict that I was able to discover is 
referred to in Exhibit 122 which was read into the 
Transcript of Volume 49, page 9337, and it was there 
pointed out in that Exhibit (which I recall was an 
article reproduced in the "Saturday Night" of 1937) 
where the Thames River boatmen were petitioning the 
British Parliament in 1634 against the use of hackney 


cabs, that were threatening their monopoly on the 
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movement of freight in the City of London, and the 
petition to Parliament wanted Parliament to sweep them 
off the roadways, urging three things, as I recall the 
Exhibit points out. One was that they were overcrowding 


the highways; they were breaking up the pavements; and 


they were unfair competition to an existing and established 


form of transport. That is an example of this conflict, 
going back over three hundred years. 

THE CHAIRMAN: Was that, by the way, for the 
transport of passengers or freight. or both? 

MR. HUME: Freight, Mr. Chairman. There was 
undoubtedly the same conflict, and one can read of the 
Same conflict, between the railways and the stage coach, 
as the railway pushed out westwards on this continent 
and the railway gradually supplanted the Stage coach 
as the much more economical and much more satisfactory 
means of transportation. There was certainly a 
fe ae y: in England between the railway and the inland 
barge, which up to the advent of the railway was largely 
the carrier of bulk freight, through the vast network 
of inland canals in England, which are now largely 
idle, Mr. Chairman, which is mute testimony to the 
fact that this conflict gives way to progress and 
change, and that that has existed for a great many 
years. 

The invention of the internal combustion 
engine was adapted first of all to a carriage for 
the movement of passengers and then to a wagon, or 
perhaps contemporaneously to a wagon, for the move- 
ment of goods, and when the internal combustion 
engine was put on a wagon you had the motor transport 


vehicle. That may or may not be a step forward in 
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the evolution of transportation. The industry is 
SO young that it is difficult to assess just what 
is the importance of that step. 

It is sufficiently accurate to state that 
the adaptation of the engine to the wagon as a means 
of moving freight and passengers, is a development of 
the last forty years. In passing I would like just 
to remark that the regulation of railways in Canada 
preceded the use of the truck as a large scale medium 
for the transport of goods in Canada. The trucking 
industry feels that it has a proud history of develop- 
ment over the last forty years, and I do not intend 
to take up the time of this Commission by repeating 
the story of that development in agriculture, in the 
wartime economy in the recent Struggle just concluded, 
Or in the peace-time picture . Submissions on this 
subject have already been given, and they appear in 
Volume 50 and they are contained in the Brief filed 
by the Canadian Automotive Transportation Association. 
Suffice it to say that within the last forty years 
truck transportation has established a firm position 
in the transportation market of today. The public 
apparently want truck transportation; the public 
Supports truck transportation; and, Mr. Chairman, 
it is our submission that the public are entitled to 
and will have truck transportation. 

Now then, this development, or the 
adaptation of the engine to the wagon has produced 
certain definite changes. It has had a great 
many effects, some of them bad perhaps, some of them 


good perhaps; but it has nevertheless produced certain 
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definite changes in the method of doing business in 
Conada and I would like to just refer to one or two 
fairly briefly. The first I think is rather important, 
and that is a definite change in the method of doing 
business by the relatively small businessman, and I 
refer to his ability now to carry a small inventory. 
He carries a small inventory and therefore he saves 
on the rental of a large warehouse or Storage space. 
He carries a small inventory, and thereby the 
necessity of going to the bank if he has not got the 
necessary funds to finance the purchase and the cost 
attendant thereon, is eliminated. He does all that 
because he knows that if he has a particular article 
on the floor in his store and he sells it, that by 
taking up the telephone he can receive additional 
inventory in small quantities from wholesalers perhaps 
100 or 200 miles away, overnight by truck. He does 
not have to buy by the carload any more, and he is 
therefore able to conduct his business with Wess 
capital. That has happened, I submit, Mr. Chairman, 
throughout the whole country. 

Then there is a second, looking at it from 
the manufacturér's point of view. The manufacutrer 
of a fragile or semi-fragile article, an article 
of furniture, is able now, if he wants to use a 
truck, to move his goods from his plant to their 
destination without expensive freighting. Now, he 
can pass that saving in the crating on to the con- 
sumer or he may put it in his own pocket, but no 
matter what he does, if he has the choice (all 


other things being equal) of crating his article before 
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it is shipped or not crating his article, he will 
probably decide not to crate it. It saves him money, 
and he found he could transport this fragile merchan- 
dise in trucks with less crating. Now, that is not a 
criticism of railway transportation, but it is merely 
a result that has flowed from the growth and develo- 
ment of an instrument of transportation that, because 
it can be put on pneumatic tires and have hydraulic 
brakes and one thing and another, is less likely to 
damage goods in transit. It is quite common today in 
the trucking industry that fragile articles are loaded 
on to a truck, covered with burlap, and go to their 
destination without any more crating or interference 
than that. 

Then there is another tendency that I submit 
has arisen out of the recent war, and that is a 
tendency today to disperse manufacturing processes, 
and it is a development, I submit, that has received 
tremendous impetus during the war, and where the 
component parts of an article may be manufactured in 
widely dispersed areas throughout the cowtry and 
then brought to a central point phere they are 
assembled into the finished product. Now, the use 
of the truck in that particular process has indicated 
that the manufacturer requires 2 most flexible means 
of transportation. Trucks are ambulatory, they are 
not confined to rights of way, they can go anywhere, 
they can even go where there is no road; and this 
process. of dispersing the manufacturing process and 
of using truck transportation in order to move these 
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and I only want to refer to one example, but this is 
not, Mr. Chairman, I submit, the only example: it is 
only one of many that could be pnoduced. It is the 
one that is found in Volume 55 of the Transcript at 
page 10480, and you may remember that there was an 
account given there of a situation that exists between 
St. Catherines, Ontario, and Oshawa. The illustration 
is so graphic that I am going to .refer to it again. 
That is where in St. Catherines, Ontario, they 
manufacture the front and rear axle assemblies for 
General Motors cars and trucks, and they go through 
some sort of assembly line process in the plant in 
St. Catherines and when they reach the end of the 
assembly line they are ready to be inserted on the 
truck or car; but that truck or car is at Oshawa at 
the General Motors plant one hundred and some odd 
miles away. So what they dod was, they rolled these 
off on to a transport truck and the transport truck 
Started off for Oshawa 110 or 115 miles away, and 
when it got there it backed up to the plant and they 
were rolled off and went to the assembly line again. 
Now, the evidence in that volume indicates 
that the railways decided they would like to have 
some of this business, and the rate was reduced by 
the railways, with the result that that freight 
Switched from the truck to the railway. It stayed 
there five months and then it went back to the truck 
on an even higher rate, because, as the evidence 
indicated, the railway was just not physically able 
to fill the requirements, it was not able to get cars 


when and where they were needed and move the cars out 
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on to the main line and on to anywhere they were 
necded. The whole system broke down, with the 
result, very significantly, that they went back to 
truck transportation at an even higher rate. As I 
say, Mr. Chairman, and I want to emphasize this, that 
is not a criticism; I am not criticizing the railways. 
It is just because of their physical make-up that 
they were not able to fit n into that picture. 
That is only one illustration. 

Now, the last thing I want to mention 
with regard to these changes that have been produced 
(and there are others but I don't want to emphasize 
them unduly) the last one is the matter of speed of 
transit. Notwithstanding the evidence of certain 
railway personnel that they believe that the railways 
can compete with the truck in the matter of speed, 
I submit that the evidence before this Commission is 
conclusive that truck transportation is a speedier 
form of moving goods, taken by and large. It is most 
Significant to refer to a table which was contained 
on page 9 of the Canadian Automotive Transportation 
Association brief, which was a survey made of rail- 
roads in the United States (and there has not been a 


comparable one in Canada that we could produce) where 


it showed that 78.2% of the shippers now using truck 
transportation 

/inbound did so because it was speedier, and only 12.2 
used it because it was cheaper. Outbound, 72.9% 
used truck transportation because it was faster, and 
only 11.6% used trucks because they were cheaper. There 


is a survey made by railways in the United States 


indicating that of the people that are now using 
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trucks that formerly used rail, this large percentage 
were doing so because it was faster. Again I say, I 
am not criticizing. It stands to reason that the 
instrument of transportation being what it is, would 
not necessarily on reasonable hauls be faster. 
I think that the Brief of the City of Quebec 
which appeared in Volume 43, to which was adjoined, 
aS I recall it, the Board of Trade of the City of 
Quebec, page 8285, is illustrative of the situation 
in Canada. You may recall that the city of Quebec 
claimed that their merchants were using trucks because 
of the length of time it took to get their merchandise 
from Montreal and Toronto, whereas the truck was very 
much faster. 
Now, Mr. Chairman, I have referred to those 
three things, as I repeat again, not in the spirit 
of criticism but merely to illustrate that there 
is some reason why the shipper wants to use trucks. 
Those reasons are real, and I have mentioned, as I 
say, three of them only to illustrate what is sub- 
| Sequently to appear in my argument. 
| Now then, I want to make a reference to the 
| scope of the competition. I want to try, if I can, 
in my argument, to bring this thing into focus. I 
don't want to under-emphasize it and I don't want to 
over-emphasize it; but my review of some of these 
inherent advantages of truck transportation was not 
for the purpose of convincing anybody who might 
hear me or read this, that that kind of transportation 


is any better. It is merely for the purpose of recalling 
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to the Commission some of the reasons why the public 
are using trucks for the movement of goods, and they 
are using nearly half a million trucks in Canada. The 
number of trucks for all purposes, according to the 
Dominion Bureau of Statistics has aincreased from 
37,610 in 1922 to 487,000 in 1948. Now, I am not 
Suggesting that all of those 487,000 trucks are 
competing with railways or steamships for the movement 
of goods. In fact I want to emphasize that less than 
10% of those trucks are competing with the railroads 
in the movement of goods for hire (and I am Speaking 
for the for -hire industry only) because if you eliminate 
the privately owned trucks, the farm truck, and the 
trucks that ‘confine themselves to urban centres, like 
delivery within a city or an urban area, metropolitan 
area, those trucks are not competing with rdlways for 
freight. They are not interfering with the railway 
freight revenue position, and it has been estimated 
(and I think the estimate is about as accurate as one 
could possible get) it has been estimated that there 
are only approximately 43,000 of those half a million 
trucks engaged in the over-the-road movement between 
cities for-hire. 

THE CHAIRMAN: How many did you say, what 
proportion? 

MR. HUME: About 10%, or I have taken a 
round figure, estimated as it was by one of the 
witnesses at 43,000 of those trucks. 

I might say in passing that in the United 
States the figure for the United States according to 


the testimony before a recent Senate inquiry made by the 
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Association of American Railroads, is that 5.2% in 
the United States of the total trucks are competing 
with the railroads, but the total number of trucks 
is staggering. 

THE CHAIRMAN: You mean, competing for- 
hire? 

MR. HUME: That is right, Mr. Chairman. I 
am only speaking now of for-hire, The total number 
of trucks out of which there is that 5.2%, according 
to this Senate inquiry report that I read, is 
7,670,000 trucks. That is the total number of trucks 
in the United States for all purposes, and of that 
7,670,000, 5.2% are estimated by the Association of 


American Railroads as competing with the railways. 


(Page 21288 follows) 
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In Canada the percentage is double. , but of course the 
number is half 3 million compared wtth seven and a half 
miliion, 

I want to point out again that all of these 
forty-three thousand trucks in Canada are not competing 
with the railrosds for freight, because 3 great many of 
these are serving communities thot heve no rail service 
au. 611 or, ¢ they have rail Service, they may have pati 
service only once or perhaps twice a week, A great many 


others sare engaged in a type of freight haul that is not 


‘eemMpetitive with railroads, even thought it may be Over-the- 


oad movement. I refer, for example, to one movement of 
which I know personally, namely the movement of sand and 
gravel from gravel pits in the urban centres. That is an 
over-the-rosd movement. That is not competitive with the 


railroads because there is no railroad anywhere near the 


.particuler gravel pits of which I have knowledge. There 


seem, to be a great many like that. Then there are the 
trucks that ore moving fluid milk ana live stock from farms 
that sre not located on rail lines, into urban centres and 
so on. If you reduce the total number of these 
commercial over the road trucks by some sort of estimate of 
the number that are not in competition with the railroads - 
and I have no accurate figures on it; I do not think anybody 
has any accurate figures on it - I submit that that © 43,000 
Will be reduced perhaps to 20,000. - Of course 
I do not know, and I do not think anybody knows. But I 
think -at is 2 sufficiently accurate figure for the Purpose | 
sf this ergument and for this inquiry here to state that 
todey in Canada thereare somewhere between + 803000 
and -:'30,000 © for hire trucks moving goods, intersity, 
which may be to some extent at least competitive with the 


railroads for the business, 
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COMMISSIONER ANGUS: Is that 8 number which is 
tending to increase? 

MR. HUME: It has been steadily increasing, Dr, 
Angus; and my submission is that it will continue to 
increase, I think the figures showing the growth of 
total trucks in Canada, from my figure of 37,000 in’ 


round figures in 1922 to nearly half a million in 1948, is 


indioative tha® the pe®ceAfaBé:is probably titereasing; that 
think that these Saat roa thousands and thousands of 
trucks are all going to firms. I think there is probably 

a balance between Pelationship, end therefore thatamount of 
over-the-road trucks is increasing and I submit will increase, 
It has reached large proportions in the United States, 

COMMISSIONER ANGUS: T mean the number, the nucleus 
that is competing with the railways. 

MR. HUME: In the Province of Ontario in the last 
ten years the number has doubled, and that may be indicative 
of the whole of Canada. Omvario Le, , 1 Suppose, the most 
highly mechanised centre in Canada. I think the number will 
continue to increase Just so long as the public continues to 
demand the service Caer, sey truck transportation, 

There are certain persons who have sppeared before 
this Commission who feel that that increase in number is a 
good thing. I should like to just refer in passing -- 

THE CHAIRMAN: That the increase in numbers is what? 

MR. HUME: Ig 9 very good thing for Cansds. In 
passing I should like to refer to the evidence of Mr, Fig ah 
Young, who, as the Commission will remember, was a former 
director of the C.N.R. I have 3 note that he stated at 
page 14144, which is to be found in volume 69, as follows: 

"It would be 9 good thing for the country if there were 
sufficient transportation of other forms, truck and 


water, whatever you can get, to supply the essentials 
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of life even if we did have 8 railway strike that 
could not be settled..." 

THE CHAIRMAN: He meant in the case of «© 3 


railway strike? 


MR. HUME: Yes. He was referring to that particular 
point of view, 

The railways through their association and theough 
their witnesses have urged and argued from the railway point 
of view - which is, of course, nstural - that something 
Should be done about the trucking industry. The railway 
unions want the trucks off the road. The Railway Association 

urges the setting up of some sort of tribunal that will 


ultimately result in 3 mileage restriction. I intend to 


approach this problem from the point of view of the association 


I represent,and submit then also the public's point of view. 
In asking the question what Should be done sbout the regula- 
tion of the trucking industry from that point of view, I 
submit that we come to the inevitable conclusion that 
artifidally to restrict one branbh of transportation for the 
benefit of another is not in the public interest, 

These regulations under which the railways g#andi.. 
were imposed, as I have already said, before the advent of 
truck transportation. The trucking industry therefore cannot 
be blamed for those regulations, and the trucking industry is 
absolutely opposed to the imposition of similar restrictions 
as the conditions that gave rise to tHese ‘repulAtions do not 

trucking 
exist in the industry, and the imposition of such 


regulations would be merely artificial restriction, 
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for the benefit of railway economy. The trucking industry 
can only conclude that the persistent cry for regulation 
raised by railway witnesses must mean regulation 

or by a federal authority, because the industry is 
already regulated in each province to the extent that the 
G0vernment and the people of those provinces desire to 
regulate that industry. Forced to the conclusion that 
this cry for regulation must mean regulation by the federal 
government, the industry is also forced to the conclusion 
that the railways must expect that that regulation will 
be of a restrictive nature. Otherwise there would be no 
point in this ery for federal regulation. . Lt is-«not 
6 tb hide a OR oes te. appreciate why the trucking industry is 
therefore violently opposed to regulation by the Dominion 
Government which is in the railway business. 

Mr. g.W.Fairweather of the Canadian National 

Railways, who has studied this matter for twenty-six years, 
Somewhat upset the unenimity,s I suggest, of this call for 
restrictive regulation by stating in Volumes 109 and 110 
of the transcript that he did not believe such restrictive 
regulation was the answer. Appreciating the fact that 
the Canadian public can now purchase their own trans- 
portation and that private Shippers are a very important 
factor, he stated at page 20121: 

"But I do want to say this, that restrictive 
legislation or restrictive weguialiey is not the 
enswer to this problem; that has been tried many 
places and faileq." 

He defines "restrictive legislation" on page 20139 as 
legislation that prohibits trucks or competitive forms of 
transport from Operating beyond a certain area, ‘or things 
like that. I submit that this realistic view of this ex- 
perienced railway witness is thc complete answer to the 


call for federal regulation by the Railway Association of 


- ia : ‘ 
. i 


) nt 
pert ential at pinto 
grey nti re a 0 
adhe Eee. 45 tug GosBottd 2 ro 
a EE ae HDDS sto Fu) Lsaitie the a 
Gt" song vent: Mee, tits Saat wan 
Te. algQs als > Fae t Suis 


¢ i ; ) 
ra 
= 7 
ao . et 
' faa 


1 


ary Dit ey, # city sea 


og Pare Ds: o% 


f Ji if -hiiw y. & we 341 G4e+. las a oa r > at uy; i fi 
” 
i : ; im ‘= * pa 
“tee rot? ere ae Ot WO: i is 
r," ’ p a 4 -T et LaF vt {a Sal CAN bese & 
‘i f Py 4 i n : 5 M4 x“ ‘ Maid ~ 3 . 
Laiebet sie: Ue + ) ; 
“ . bes ’ iy e gi a f) "7 iz uded 3 +: ev teens ae 
MOLE in iz) 2 i a : aff v 


| ma, wee Ae. FG0RKE THs engews t5% ong va i u 
iLiw nose ART 3 oe 7 May 


y _* yi } 

: . , fray sok: (ween: . ra vi@ OE TBST , ee ue : 
ha Me 7 ve hai = ae . ’ ai 

9. BAAS E tqteur 


pa? 


syaga: dd Pine gt 


5 age ned * OAs Y Py 3 
Piet Baths Qala e ee . 5) 
. * lo? ee. 
=n . bbe bey ss at: +40 PTLIAV2g 17 
] Jotahmagcedssed oattReMgst< ae Kom 0] 
Li t0 Tee hm be ‘ 4 i, : om " 
~ br i ai 
, er an yi 4 7 ar. £ jo triw. 2 
ay. 
— | Ps rete 
iP chain i i on v , if * ; fe. ry af 3 gheit We 5) a4 > 
= he Pos ue ‘ Lo w . 
Serve race SY ; ts 
b Se Ore tn ee eye wt a 
" Wits Leyes Rae 4 ge ee ? vi ose ; 
A 5 rat + a a} ¥ ' ie Gt) 


: aie Fae. C os ea) 
hale ; , nay. rae beclhtawnmcpes i Ritee deeds as i aqg tcilw vr 
” » te ' hat ee a » * = * ee Ly is fi 


‘yo tdginas oete APs | 


PME x 
Ot bz: We’ ftiad ten: og : \ 
, Snel | MRI Tt cae ; on ; 
. Lu 
rh oi +e? gaereerets: arty: My» Gem) 
APH LFU Saws x \ , Rae Bese OAS Rs PROTA ,: a, 
en eee da-tnned 3 awa wate sid eeM mnt 
ip beet ’ i ia) en 252 Og vg F } a 
: ~ & f Asse pened ix edt 
oT Bak fags. woh nas opie eae 9 r 
ahora t comeeyr t std SER MORNE. WOT ES 1 ORES ray ie 


4 2 My ada: Brew sat has BOLT PIO 
ETO Ges AMS V >: Bary 1 SeUO) he ewe ee ret oe ] a S ie, Ries 


se hodete sik rt Dh 


hs 
~~ ppt! » 
ee thnld: Bidet ancot ease 1 tae i; pu afi! 
ah ae -e ras Pe Teg - a Pere 


r inane o ea ; ; ay a 
setae ks oa eta hand dee Sead ae re nastatalia en ie 
ee.” 4 oe es Pe Px NP gol <4 hy ia 


} rie Ms 
Yim, Pee ee te oddest eo veh? eed: “oka iod rien | ‘ i: 
; " OREERX “Peer, & ae 


ee hig 


gq..tlag batted etywal “oviy to meson! Be 


te, sy Sau a & TREO PAR AvRIeLT -aeE 


q 


ie agehas. MEO (Mote RSS i ago Rayav qa 


ah - = 

eR oom. to walvyt Brebean ed ihdrd af ahi BAO 1h. 
’ vn op a wld 

ha wis parent fates BE | AR Oe DE ORE: 


bis 
a Gre] ayT ¢ 


a a 


- elege - Mr.Hume 


Canada whose witness, mp. Gaffney, you may recall stated 
ae Appeal ka! a questior, -* I said: What would you say 
if the Dominion Government got this power +a 
gulate, and then said: "We are going to have the same 
kind of regulation as they have in Alberta. You can go 
anywhere you like. He said, "We would have to take our 
medicine." Surely he must expect some sort of res- 
triction or he would not be so greatly interested in 
having that kind of regulation. It undermines » 
Mr. Fairweather's evidence; it completely undermines 
call for 
the/regulation issued by the Railway ynion, by the 
Ship-By-rail Association and any other railway witnesses 
who so expressed themselves. TI Submit also -- and I 
shall refer to this later -- that it undermines the 
proposed amendment of the province of Saskatchewan to 
regulate interprovincial for-hire trucking. 


I submit, 
It is not any wonder/that the provinces of 


ae 


British Columbia, New Cowie, Atbonks: Prince Edward 
Island and Muebec have Stated, either before this Royal 
Commission or in the public press, that they are not 
willing to surrender their jurisdiction over truck 
transportation to the federal government. I submit that 
this is far »more than "mere pig-headed constitutional- 
tem; It is a realization that the only reason that 
the railways cry for central regulation of the trucking 
industry is to preserve and to maintain their own situa- 
tion. 

In the memorandum issued by Mr. Covert, covering 
the matter of argument by counsel, it was suggested that 
counsel should submit proposals as to what should con- 
Stitute Canada's national transportation policy. I do not 
propose to discuss any aspects of this national transporta- 


tion policy exeept in relation to the trucking industry. 
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I do submit, however, that it is possible 
to enuneiate 2 national transportation policy in Canada 
without the necessity of all forms of transportation 
being under one central regulatory authority. If the 
enunciation of 2 national transportation policy carries 
with it the imposition of certain restrictions, to be 
all integrated, then it may be necessary to have them 
all under one authority. But I suggest that that 
kind of national transportation policy or that motive 
behind a national transportationxz policy is not in 
the best interest of Canada. i see no 
objection to the federal government of Canada issuing 
a statement of national transportation policy dealing 
with the various egencies of transportation Over which 
the federal government have control, and I see no 
objection to the various provincial governments in Canada 
issuing a statement as totheir policy with regard to 
the transportation agencies under provincial control. 
I should like to state Some views on this ynational 
transportation policy in relation to the trucking 
industry. 
I submit that the national transportation policy 
Should ray -have certain ingredients 
THE CHAIRMAN: Certain what? 
MR. HUME: Certain ingredients; and one that 
It should not contain, I submit, is this. It Should not 
contain a conflict of public interest versus railway 
interest, nor of public interest versus trucking in- 
terest. If this is accepted as a basic necessity of 
the transportation policy, then I submit that any state- 
ment of policy, or any regulations issued under such 
policy which advdrsely affect the railway interest, 
the public interest or the trucking interest, should 


not and would not be acceptable to the people of Canada. 
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I therefore submit that the national transportation policy 
must be one that promotes the inherent adventages of all 
transportation agencies in Conada, without restricting one 
for the benefit of another, 

I used the phrase "inherent advantages", I should 
like to discuss for 9 moment that phrase, Reference has 
been made before this Commission on severs] occasions to 
the inherent advantages of a certain mode or type of trans- 
portation, It is not difficult to see thot one transporta- 
tion agency may have an advantage in 9a perticular situation. 
For example, where time is the Sole, or the most important 
factor, the aeroplane will often be the most advantageous, 
For less then carload lots, truck transportation has the 
advantage in many cases, Highway transportation might be 
Prefereble when partially finished products or materials 
need..to be shutttleq between manufacturing plents, as I have 
already described, or when multiple handling would be re- 
quired for other modes of transportation, and so on, then 
it might not be in the interests of the shipper. Where 
the points of production and delivery of heavy commodities 
are located upon navigable waters and where the time element 
is not an important factor, then water transportation may be 
the advantageous method to use, When it comes to shipping 
large quantities of oil or gag over long distances over land, 


then the pipeline will have certain advantages, even though 


it may replace coal 98 a fuel, and thereby reduce rail treffic. 
But the most important thing to remember, I submit, 

When you are talking sbout inherent eedvantages, is 

the fact that these advantages of eny one system of trans- 

portation never resch 3 fixed position because technical 

improvements ere always going on, snd new equipment sand 

methods sre constantly changing, >: :and the Shippers! require- 


ments are completely different in ell cases. It is plain, I 
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Submit, that the type of trensportation which is most 
adventageous to a perticular shipment depends upon ;:;:» 

many factors and is 2a combination of thege factors, as a 
Senereal rule. That makes the Shipper say, "I will buy this 
kind or that kind of transportation." . 

If I maystcte it another way, it is a combinstion 
of these factors as a Seneral rule, that determines which 
transportation agency the shipper decides to buy, and it 
Should be 8 most important part of the national trans- 
portation policy that the various persons who use trans- 
portation agencies -- the consignor, the consignee, the 
traveller -- be ¥‘ree to select whetever agency they pre- 
fer, because these people, the Canadian public, are in the 
best position to determine which is the most advantageous 
to them, They will determine which mode has the most in- 
herent advantages for their needs, at a particular moment ; 
and no Board . : regulation can be drafted to fit that 
Situation. The railway unions say, " We see No: Justiri- 
Cation for 3 traffic movement on the highway that péerallels 
8 railway line". It is not surprising thot they take that 
position. But nevertheless, I submit that is not a very 
realistic view of these inherent advantages, because 3 
particular Shipper may say, "For reasons which are best known 
to me, I do not want to use rail, I want to-use 
truck";, or he will say, "I do not want to use truck, I 
BORG TO USE MEET val as leave it up to the shipper 
to decide, 

I want to just.-take 3 Specific case, if I may. 
It is 8 hypothetical case, but is one that #llustrates the 
point. I am taking the Cese of a man in the Gity of North 
Bay, Ontario, who has refrigerators that he wants to ship 
to the city of Montreal, in this hypothetical case. He has 
the job of Selecting the transportation ageney to fit his 
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requirements. Because of the weight of these refrigeratonas, 


air is out of the question, Water is out of the question 


also, he being situated where he is, 


(Page 21298 follows) 
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Let us say he is reduced to two agencies, the railway and 
the highway. Probably he will select the agency that is 
least expensive to him. That is probably the only thing 
he will be concerned with. if all other things are equal 
I say probably he will select the least expensive agency, 
and if the rate quoted for truck transportation is cheaper 
than the rail rate he will probably ship by truck, If the 
rate quoted for rail transportation is cheaper than for 
truck then the refrigerators will go by rail. 

On the other hand, he may decide irrespective of 
the price that he can get his refrigerators to Montreal 
faster by truck than by rail, and that may be the factor 
that determines him in that case. ‘ 

COMMISSIONER ANGUS: In saying this you really 
have been considering a year of normal traffic volume, I 
Suppose, Have you considered the case of what would 
happenin years of low traffic volume, depression years? 

Do you think in such years the tendency of the trucks would 
be to keep fully Occupied no matter what cut they had to 
make in their rates? 

MR. HUME: I think 80, in those provinces which 
do not impose rate regulation, Ontario is one and Alberta 
is another, There are a great many thousands of these men 
across Canada, They are in business. Their whole 
business is their truck, Their office is under their hat, 
as somebody has said. They are probably owner driven 
vehicles, and their tendency is to keep busy. 

On the question of the hypothetical case between 
North Bay and Montreal, it may be that the truck rate will 
be considered lower than the rail rate. In my illus- 
tration I am not Stating that it is lower. I am merely 
trying to point out that, all other things being equal, it 


may or may not be lower, If one is lower than the other 
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probably that is the one that will be used, Therefore 
rate has an important part to play in it, 

I went on to suggest that it may be that speed is 
what he wants and rate does not matter, Perhaps he is not 
paying the freight bill. Perhaps the consignee is the one 
who is going to pay the charges and the shipper does not 
care, He wants to get them in Montreal faster than he 
can get them there by rail and therefore he may select the 
truck because it is Speedier, I am assuming it is 
Speedier in that case, 

It might be that the Shipper might decide he 
wanted to ship his refrigerators by truck because he 
can load them in the van just as they are with a bit of 
burlap over them and no crating, He does not have to 
worry about that, They can be transported to the ware- 
house in Montreal with only two handlings, and that may be 
the thing that decides him that he wants to ship by truck, 
and therefore he may select truck transportation irrespective 
Of price or rate, 

On the other hand, he may decide he will ship to 
Montreal by rail for reasons that he would decide would be 
the best method for him. One of them might be that he 
wanted to get them there on Monday morning and trucks do 
not run on the highways on Sundays and trains run on 
Sundays. Therefore he may decide to Ship by rail, 

As I say, I am only trying to illustrate in this 
argument that there are certain inherent advantages, and 
those advantages do not depend on any hard and fast rule 
that you can lay down or Say that you can run so many miles, 
There are so many factors that weigh in the mind of a 
Shipper who ships by truck, whether it is in his own truck 
or whether he hires a truck, that I Suggest you cannot 


lay down a rule for the Canadian public to determine what 
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is and what is not the best inherent advantage for a 
particular movement. 

I submit when one speaks about inherent advan- 
tages one must bear in mind that these advantages depend 
upon so many factors that I think the Canadian public can 
be depended upon to select that form of transportation which 
has the particular inherent advantage for which that 
particular shipper is looking at a particular time. 

Coming back again to the question of a national 
transportation policy, I submit that it should be an 
important ingredient of the national transportation policy 
that there be no discrimination as between carriers, and 
by governments as against carriers, I say that pro- 
vincial governments, who generally do not have jurisdiction 
Over railways, should not discriminateagainst railways, 
and I do not think they do. By the same token I suggest 
that the federal government, which has no jurisdiction 
Over the trucking industry, should not discriminate against 
that industry. Yet, Mr. Chairman, this Commission has 
heard examples of discrimination where the federal 
government have by regulation or otherwise discriminated 
against highway transport for the benefit of the railways. 
Perhaps this is not too Surprising because it must always 
be borne in mind when considering the question of highway 
and rail transportation in Canada that the federal 
government in Canada is Substantially in the railway 
business, 

When reference is made to the United States of 
America and the system of regulation in force in that 
country it must always be remembered that the American 
government -s not in the railway business, and it is 
generally conceded by all who have studied the problem 


that the regulations in the United States are impartially 
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administered by the government and their tribunals between 
all methods of transportation, 

What is the situation in Canada? References 
have been made in the submission of the Autemetive 
Canadian Automotive Transportation Association, which 
appears in Volume 50 of the transcript, citing some examples 
of this discrimination against which the trucking industry 
objects, and it is no doubt one of the reasons why this 
industry is so absolutely opposed to federal control, 

One of the examples cited was on the matter of feed 

grain moving from lake ports to inland points to millers as to 
which up until a short time ago, about last August, millers 
received a subsidy, and it did not matter whether that 

grain moved by train or by truck. Then that was changed 

by a regulation of the Department of Agriculture a short 

time ago and the miller now receives a subsidy only if 

he ships or receives his feed grain ‘by rail, 

THE CHAIRMAN: Was any reason given for the 
change being made? 

MR. HUME: No reason at all: trucks were just 
cut off from it arbitrarily.. 

THE CHAIRMAN: Was any attempt made to find out 
why that was done? 

MR. HUME: Yes, attempts were made, and my 
information is the indication was they wanted to divert 
that grain back to the rails, 

THE CHAIRMAN: It was done on purpose, 

MR. HUME: Yes, One would have great difficulty 
in convincing members of the trucking industry that this 
regulation was imposed for any other purpose than that 
which I have just explained, Millers whose business 
establishments do not happen to be on a rail line and 


who have to ship by truck receive no subsidy. 
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THE CHAIRMAN: That is still going on? 

MR. HUME: [I understand so; there has been no 
change, Representations are being made by the industry 
and by millers, but so far as I am aware no change has 
been made in that situation. 

Then there is the matter of national parks, 
Both the provinces of British Columbia and Alberta no 
doubt will have a great deal to say about national parks, 
I do not intend to labour the point, In Volume 15 of the 
transcript at page 2827, the British Columbia Fruit Growers 
complained bitterly about the ban BE on trucking through 
national parks, Volume 50 of the transcript of evidence 
contains the evidence of Mr. Taylor from the province of 
Alberta, and at page 9644 contains a reference to this 
problem, In fact there was read a newspaper clipping 
originating from the public press in British Columbia 
at that page indicating that the government of that 
province were then -- and this is ancient history now -- 
hesitating at the time the evidence was being given in 
the matter of the trans-Canada highway until a clear 
statement was made with regard to the policy of the 
Canadian government on the matter of trucking through 
national parks, I have not seen any such clear statement 
but I do know that an agreement has been reached so that 
possibly the matter has been settled, I will leave it 
to counsel for the provinces of Slberta and British 
Columbia to deal with that. They may have some more 
information in their argument. It is interesting, 
however, so far as the attitude of the trucking industry 
is concerned on the matter of discrimination, 

At page 9700 there is contained a copy of a 
letter written by Mr. W. J. F, Pratt on behalf of one of 


the federal departments of government indicating in that 
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letter, which is in the transcript, that the ban on 
trucking through nationalparks was motivated at least in 
part by a desire to protect Canadalts national railway. 
THE CHAIRMAN: What department was involved 
there? 
MR. HUME: The Department of Mines and Resources, 
I can get the letter if you would like me to review it. 
It.is.in the transcript at page 9700. While that is 
being looked up -- and I will Come, Dacki to. 7b <= 2 want 
to mention the last item of discrimination about which the 
trucking industry complains, and that is the matter of 
bonded freight. & statement as to the method under which 
this freight moves in Canada by rail was made by counsel 
for the Canadian Pacific Railway Company and appears in 
Volume 55 of the transcript at page 10675. A statement 
as to how the freight moves into Canada by truck appears 
in volume 67 at page 13850, Mr. Chairman, I suggest 
thet a casual comparison of the method by which freight 
is handled in both cases will indicate that there is a 
very strong element of discrimination against the trucking 
industry. I would direct the Commission's attention 
to a statement made by the Honourable C. D. Howe in 
1940 which appears in the submission of the Canadian 
Automotive Transportation Association appearing in 
Volume 50 in which it was stated by Mr. Howe: 
"At the present time the dominion government 
maintains a slight deterrent" -- 
THE CHAIRMAN: Maintains what? 
MR. HUME: A slight deterrent. 
"At the present time the dominion government 
maintains a slight deterrent against trucking 
across international boundaries by its policy 


of withholding the privilege of bonding goods 
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moved in by truck," 
That shows quite clearly one of the reasons why the policy 
Of maintaining a deterrent was instituted, 

Mr. Chairman, the matter about which we were 
Speaking before having been looked up, may I sey that 
Mr, Pratt’ was private secretary to the Minister of Mines 
and Resources, The letter was written by him and, as I 
Say, was put into the transcript at page 9700. 

THE CHAIRMAN: We have the letter there. 

MR. HUME: The letter is in the transcript. 

COMMISSIONER ANGUS: Do you consider that the 
Maritime Freight Rates Act is discriminatory against 
trucks? 

MR. HUME: Wo, Dr. Angus, the trucking industry 
that exists between the province of Quebec and the 
maritime provinces has never complained as to any element 
of the Maritime Freight Rates Act. They have issued no 
Statement and have never complained, Therefore I would 
take it from that that they do not consider it as dis- 
criminatory in any way. Apparently they are able to keep 
busy , and they have sufficient business to support and 
maintain them, and they are not upset about these statutory 
rates; 

I should like to conclude this short review of 
two or three of the discriminatory matters that worry the 
trucking sndustry by suggesting that a national trans- 
portation policy if it promotes the inherent advantages 
Of all forms of transportation by recognizing that the 
Shivper will select that agency which has certain inherent 
advantages for him; if it prevents discrimination against 
a particular form of transportation; if it prevents 
destructive competitive practices designed to eliminate 


or cripple any one form of transportation; if it ensures 
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to the members of the Canadian public the privilege of 
selecting that transportation agency that will render that 
member of the public the best Service, and if it encourages 
the growth of competitive transportation agencies in Canada 


from the standpoint of national defence and 


the requirements in the event of war and of peacetime 

economy then, Mr, Chairman, I submit that that national 
transportation policy, if one has to be enunciated, can 
be enunciated without the necessity of having all forms 


of transportation under one sort of control, 


(Page 21308 follows) 
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Mr. Chairman, I would just like to refer 

egain to this regulation of the trucking industry. 

It would appear to me from the many references in 

the Transcript that the word "unregulated" (at 

least to railway personnel) does not mean what I have 
always understood it to mean, that as far as they are 
concerned it must mean unregulated by the Board of 
Transport Commissioners. In almost every instance 
when the trucking industry was referred to in the 
railway evidence, they Speak of unregulated competition. 
Mr. G. A. Walker, K.C., at page 13362 -- 

MR. SINCLAIR: What was that? 

MR. HUME: TI have just had what I think 
Should be the last interruption from counsel. As I 
understand that memorandum that was issued, there 
would be no interruption of counsel, and I refer to 
this only to make sure that it is not repeated; I 
have been interrupted twice already. 

MR. O'DONNELL: Surely we can have a page 
reference once in a while without somebody saying I 
have interrupted. 

MR. SINCLAIR: That is all I said, what 
was the page reference. It might have been any one 
of 20,000 pages of Transcript. 

THE CHAIRMAN: Go on. 

MR. HUME: The statement of Mr. G. A. 
Walker, K.C., in Volume 64, is typical, when he 
Speaks of the rapid growth of unregulated compe- 
tition. . The Railway Association of Canada kept 
referring to "unregulated competition". The brief 


submitted by the Railway Union talked about 
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"unregulated competition’. The brief submitted by the 
Ship by Rail Association in Volume 31 talked about 
"unregulated competition". Mr. Gordon in Volume 98 
at page 18372 referred to the trucking industry as 
"unregulated". 

THE CHAIRMAN: Is it not a fact that the 
word "unregulated' there meant without tariffs being 
established? 

MR. HUME: It could not be, Mr. Chairman, 
because there are many provinces, or some provinces 
in Canada where tariffs are set and established for 
the trucking industry. I refer to British Columbia 
for example, and Manitoba is another, and Quebec is 
another. I am only pointing out that these references 
throughout the Transcript to the great unregulated 
competition that they refer to, that the word 
"unregulated" as they are using it, in order that this 
matter may be determined, that that word "unregulated" 
must mean, according to their interpretation, un- 
regulated by the Board of Transport Commissioners. 

Because of course the industry is 
regulated. There are provincial regulations at least 
on the Statute books of every province, and in 
most of the provinces upon which evidence has been 
given there has been fairly complete ~* information 
given to the Commission as to the kind of regulation 
that exists. I would like to refer to Volume 13, 
for example, commencing at page 2432 and following, 
to the evidence of Mr. W. A. Crothers, Chairman 
of the Public Utilities Board of the Province of 


British Columbia, which gave very complete evidence 
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aS to the kind of regulation that is enforced in that 
province which, the Commission may remember, covered 
regulation of rates, regulation of routes, safety 
regulations and a complete set of regulations covering 
the trucking industry generally in that province. 
There is practically a whole volume of the Transcript 
devoted to that information. I am not going to review 
it, except to say that the evidence was in that 
province, as I read it, that the rates were filed 
by a carrier, that is, a transport highway 
carriur, they are checked over the the Department, 
and the application for the establishment of rates 
is based in that province on what they call the cost 
of service principle. 

THE CHAIRMAN: What province is this? 

MR. HUME: Province of British Columbia 
I am speaking of, at page 2432. 

THE CHAIRMAN: Does this system apply to 
the whole of that province?? 

MR. HUME: I understand from reading: 1% 
(I was not there when the evidence was given that 
is in Volume 13) but I understand that there are 
certain sections of the Province of British 
Columbia where they have no regulation, that is, 
the routes are not regulated; but in any important 
centre, down where the populations are and the 
urban centres are, I understand it applies to all 
trucking, that is for-hire trucking ,in that province. 

Mr. William Brown, Superintendent of 
Motor Carriers of the same province, at pages 2541 


and 2542 in Volume 14, gave evidence as to the 
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truck rates in British Columbia and Stated in his 
evidence that they were almost the same as rail 
rates. Because of the regulation in that provire, 
I submit that there cannot be any suggestion that 
there is any kind of rate war between railways and 
the trucking industry in British Columbia. I should 
also like to mention in passing, although it is out 
of plece perhaps in this section of my argument, 

but in dealing with this particular part of the 
Transcript, that at page 2628 Mr. Brown said that 
the cost of the highways in British Columbia was 
borne by the users, and that in the opinion of his 
province and himself the trucking industry was paying 
its fair share of highway costs, 

In the province of Alberta they filed a 
brief called: "Highway Transportation in Alberta," 
and it was read into the Transcript in Volume 63 
at page 13322, and the cross-examination of the 
Witness .on behalf of that province occurred 
at page 14388. It was the view of the Province of 
Alberta and the Witness, Mr. Harries, oaccording to 
their Submission, that highway transport should not 
be regulated as to rates or required to prove 
public convenience and necessity before being 
allowed to obtain a license, but that that Province 
has complete regulations with regard to matters of 
Safety and there are regulations also ' providing 
for the routes over which the carrier may move, 
There was also reference to a part of their regula- 


tions at page 14412 (and I am quoting):- 
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"That no carrier shall refuse to carry 
the commodities which are stated in the owner's 
certificate if the same are offered in a proper 
condition, unless at the time the public 
vehicle is loaded to capacity, or, owing to 
climatic conditions, the property to be carried 
would perish in transit. .." 

. With regard to the Province of Saskatchewan, 
while there has not been much put into the Transcript 
as to the regulations, nevertheless they do regulate 
the trucking industry in that Province. They have 
regulations with regard’ to Safety matters, they 
regulate their rates, and they require a certificate 
of public convenience and necessity. 

The Province of Manitoba also . has 
regulations. They regulate matters of safety, they 
regulate rates, they require a certificate of 
public convenience and necessity, and they have a 
complete set of regulations, I Submit, covering the 
trucking industry. It is perhaps interesting to mote 
in passing that in the Province of Manitoba when the 
rates for the trucking industry were originally set 
up by the Province, they were based on rail rates. 
When the railways received an increase of 21% in 
the rail rates, the trucking industry applied to the 
proper tribunal there in the Province of Manitoba 
for a similar increase, hoping that their rates for 
trucking would become equal to the rail rates agerin. 
The Board in that Province determined, after hearing 
evidence, that the trucking rates should only 


rise 15%, so that you had in that Province truck rates 
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that were 6% below rail rates, but that was no part 
of the trucking industry, because the Government decided 
that the trucking industry would only get the increase 
I have indicated a moment ago and not the whole 21%. 
THE CHAIRMAN: When you say the "Government" 
you mean this regulating body? 
MR. HUME: Yes, Mr. Chairman, because they 
were actingunder the authority of their particular 
Act and the authority of the Legislative Assembly. 
THE CHAIRMAN: Yes, what was this body 
called? 
MR. HUME: The Manitoba Public Utilities 
Board (Motor Carrier Branch) is the full name of 
that body that regulates the industry in that province. 
THE CHAIRMAN: Any report from that body 
to the Manitoba Government? 
MR. HUME: I don't know, Mr. Chairman. That 
Was the case with rates, however, certainly during 
that period. I don't know what has happened with 
this recent increase, but at the time I was getting 
my information for this, trucking rates were below 
rail rates -- no question about that -- but it was 
a matter of Government control there, and it was a 
matter over which industry had no control. 
Coming to the Province of Ongario, we 
have heard that they have a very complete set of 
regulations, covering matters of safety and under 
which an operator is required to obtain a certificate 
of public convenience and necessity before he can 
operate as a public carrier. The application for 


such a license is made to the Ontario Municipal Board 
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and there the various railways and trucking companies 
and others may oppose the application or support it 

and, after hearing the evidence, the application is 
either granted or refused, depending upon whether the 
applicant has been Successful in establishing that he 

is entitled to obtain e license to operate between 

two given points, based upon public convenience and 
necessity. But, in the Province of Ontario there is 

no regulation of rates. That Province, like the 
Province of Alberta, does not believe in the regulation 
of truck rates and apparently believes that those 

rates will find a level based on ordinary business 
competition. There is no monopoly. Routes are 

served by more than one Operator, and apparently the 
Province believes that the ordinary business competition 
between its carriers will find a level of rates that 
gives a fairreturn to the operator :and is also fair 


to the shipper. 


(Page 21314 follows) 


Se. 
Pa 4 va DISOMOS satis att ora eeemiinn 8 


ah. 


a Sans ew ix é eo 7 Terre Veg P of : 
2»? jerry oo CEP OUAL as" one sacayge Yao we 
a ; f Ty : ; - 
. od ee tai wee ,- boar mx I 
Oe os he tile gk ae au vil vB viwe \ et. aed hae “fi .. cease: 4 , 
ey“: xis Wed S 0 


sihnonnts: _Deewiirs: 10. Ligier Lond 


h ae ty a0 
att 7a, acl ws Fy prs * Oe ¢ ‘IHR - 
be! od \ 


. 


bong 3 ‘ } ‘ s a 
apt F h | 

cr H ' 7 wy $8004 iy i 

aes oy iV 5 

‘ 5 oe 
rT : 
; e ‘+ "cur “y P . 
} i 2a ivy A siuaes Oo : 

7 wad , 
- J ' fi id Y } ~ te Ve » 7 - 

¢ j , 
4% pet : 
. : a 
™\, oa 
: 4 ot at bt i i a 4 » La qm 
- ww ; 


rN 

7 

! 

ae 

2 
DS 

4 

a 
are | 


ton 
as 
* 
ms 
~. 
—— 


——. 


pid ay £390 eee” eatsD omy ; 
Oaas . 2 ’ - 
: 
i 
ie F- 5) a o tad 
+ er &- eee? 3 r ths q core) o¢ety” tiny og 5an : a) a { oF | , Lov é 7 
Mm? hea tet sS Ue 7 Bi aes 2 ; 


’ 
3 
' 
\ 
5 
ae 
. 
. 
<a 
4 
~~ 
ra 
. 
‘ 
< 
} re 
itd 
Y » 
ie 
, 
a 
eee ee 


puny 

wn 
— 
= 


_ 


4 
ye se. 


«= 
* 


=21 353 h- Mr. Hume 


In the Provinee of Quebec we find there is a 
BEt OF regulations, as to which Mr. Camille Archambault 
Save cvidence which appears in volume 55 at page 10502, 
and the translation of that evidence appears in volume ee 4 
of the transcript. 

In the Maritime Provinces there has not been a 
very great deal of evidence as to the type of regulation 
which is imposed or which is at least on the statute book, 
but in any event, it can be Said, I think, that the 
trucking industry in those provinces is certainly 
regulated with regard to matters of Safety, and is 
regulated to the extent that the people of the Maritime 
Province want them regulated, otherwise they would change 
their Acts. 

It cannot be denied that the regulations imposed 
by the various provinces in Canada are regulations imposed 
by the Legislative Assemblies of the various provinces, 
and under our system of government they are therefore the 
regulations imposed by and desired by the people in those 
provinces, who are the people of Canada. They are the 
regulations, I Submit, on the trucking industry desired by 
the people of Canada under the framework of the British 
North America Act, but they may not be the regulations 
desired by railway associations or unions or railways them- 
Selves . If the people of the Province of British Columbia 
decided that they wanted another kind of regulation, the 
Act would be changed and other kinds of regulations would 
be imposed; Similarly in the Province of Alberto or any 
other province that one might care to name in the Dominion 
of Canada. The point I wish to make and emphasize is this, 
Mr. Chairmen, that the regulations on the trucking industry 
in Conade are regulations imposed by competent Legislative 


Assemblies that have the Support of the people in those 
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provinces, and they are therefore the regulations desired 
by the people of Canada. These regulations are adminis- 
tered by persons in these provinces who are experienced 
in highway matters in these provinces, and the regulation 
and control of the industry in those provinces is by 
persornel whose background has not been essentially rail- 
way. 

ic. tgongt Surprising, Mr. Chairman, that the 
railways complain, through the Railway Association of 
Canada, that the Provincial Legislatures do not carry out 
the railways' wishes in these matters of regulation and 
the granting of certificates and so on. I say, it is not 
surprising to find these complaints, because the Legis- 
latures of the various provinces to whom the railways make 
their requests and complaints are not so concerned with 
railway problems as they are with the public interest, and 
there is a distinction between the two. 

After all this call for "regulation", Mr. S. W. 
Fairweather, who studied the problem for 2 great number of 
years, stated in evidence that restrictive regulation was 
no solution. 


THE CHAIRMAN: We will take a few minutes off now. 


—— ewe ee 


THE CHAIRMAN: All right, Mr. Hume. 

MR HUME: Mr. Chairman, I should like to say a 
word about this question of Surrendering jurisdiction. The 
Provinces of New Brunswick, Alberta, Manitoba, Prince 
Edward Island, and I think British Columbia and “uebec, 
have stated, either before this Commission or in the public 
press, that they are not willing to surrender their juris- 


diction over trucks to the Federal authority, but that they 
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intend to retain it. The Province of Saskatchewan, how- 
ever, in its submission, which is found in volume ya Of 
the transcript of evidence, stated that they are willing to 
Surrender their jurisdiction over trucks to the Federal 
Government provided that the Federal Government would 
build hard-surfaced roads in the province and that their 
revenue position would not be affected. 

Mr. Chairman, I should like to examine that 
statement of the Province of Saskatchewan very briefly. 
The evidence from the Province of Saskatchewan indicated 


that the soil condition in the province, plus the fact 


that the population was thinly spread over a wide area and 
the economy of that province was such, that it was im- 
possible for S:skatchewan to construct hard-surfaced roads. 
At page 10036 Dr. Britnell, the witness for the Province, 
stated that Saskatchewan would find it almost impossible 

to build hard-surfaced roads. Now, I think that if the 
Statement of the Province is examined in the Mieke of that 
Situation, especially when the Province makes it clear 
that they are only Surrendering their jurisdiction over 
rates and do not intend to prejudice their revenue position 
or their authority to legislate as to safety matters, such 
as the length of a truck, the width, and the lights it 
Shall carry, then I say, when you examine that Province's 
willingness to surrender jurisdiction in the light of that 
Situation, you are forced, I submit, to the conclusion, 
firstly, that the ~rovince of Saskatchewan will only sur- 
render jurisdiction if the Federal Government will come 
into that Province and build these hard-surfaced roads, 
which is unlikely, apart from the Trans-Canada Highway; 
and, secondly ,which flows from the first conclusion, that 


because this is unlikely, the Province does not expect to 
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have to surrender any part of its jurisdiction. They 

have made it clear that they are only willing to surrender 
Jurisdiction over rates, which they themselves control now 
and can therefore control to any degree or level they 
wish. I repeat, therefore, Mr. Chairman , that it is my 
Submission that in so far as the Province of Saskatchewan 
is concerned, it is the only Province which has come for- 
ward to say that it is Willing to surrender jurisdiction 
Over trucking rates, and, secondly, that the conditions 
under which they state they are willing to make that sur- 
render make it clear that it would actually never come to 
pass. 

I should like to submit in addition that there 
is a very serious doubt as to whether that Province has 
the power to surrender jurisdiction in a matter in which 
they are given exclusive Jurisdiction in section 92 of the 
British North America Act; and, while I do not intend in 
this argument to launch into any legal argument, I do want 
to refer to a case which was decided in Nova Scotia, 
entitled RE Bill 136 in the Nova Scotia Legislature, 1947 
-- that is the name of the case. 

THE CHAIRMAN: What is the name? 

MR HUME: RE Bill 136 in the Nova Scotia Legis- 
lature, 1947. It is reported in 1948, 4 Dominion Law 
Reports , Part I, at page 1, wherein the Nova Scotia 
Supreme Court held that a2 provincial legislature cannot 
delegate to the Dominion Parliament for exercise by the 
latter, any of the legislative powers exclusively vested 
in such legislature by the British North America Act. 

THE CHAIRMAN; That was decided a long time ago. 

MR HUME: Yes; and, Similarly, that the Dominion 
Parliament could not delegate its legislative powers to a 


provincial legislature. TI am not aware that this case has 
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’ 
been appealed, and I believe that this is the latest 
pronouncement on the Subject. I am only referring to it 
as the latest pronouncement in the light of the Saskat- 
chewan proposal. There are numerous cases cited in the 
learned Judgment, among which is a reference to a case on 
the subject, Canadian Pacific Railway v. Notre Dame de 
Bonsecours, 1899 Appeal Cases, at page 367, where the 
Suggestion was apparently made by counsel that One legis- 


lative authority could delegate its powers to another, and 


was disposed of by Lord Watson -- considered, as I recall 
it, in the Nova Scotia judgment to be obiter dicta in one 
sense, but at least while it was Obiter it was neverthe- 
less good law, and it was applied in that case, where Lord 
Watson said; 
"The Dominion cannot give jurisdiction or leave 
Jurisdiction with the Provinces. The Provincial 
Parliaments cannot Sive legislative jurisdiction to 
the Dominion Parliament. If they have it, either one 
Or the other of them, they have it by virtue of the 
Act of 1867. TI tink we must get rid of the idea that 
either one or the other can enlarge the jurisdiction 
of the other or surrender Jurisdiction." 

I therefore leave this matter, Mr. Chairman, with 
the submission that the Province of Saskatchewan, no matter 
what it said in its Submission,has not power to Surrender 
its jurisdiction Over the trucking industry to the 
Dominion Government. 

Now, Mr. Chairman, I should like to turn for a 
moment to the question of interprovineial and international 
trucking for hire. I think it is advisable before consider- 
ing this in argument first of all to consider the size of 
these operations, the extent of these operations, and I 


Submit that they are in the total picture of things really 
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insignificant. I have already filed as Exhibit No. 175 
rates published for international traffic. The exhibit 
Speaks for itself. It originates in Buffalo, and it shows 
the publication of international traffic. I do not propose 
to deal very much with international traffic, but I want 

to confine my remarks to interprovincial traffic, because 
international traffic so far a eavtwae competitive problem 
1s concerned I do not think is as serious as the inter- 
provincial traffic. 

The number of trucks engaged in international 
and interprovincial traffic in the Province of British 
Columbia is fifty. This will be found in volume 54 of the 
transcript, according to the evidence of Mr. Gene Buckman. 
I have not the page number, but it is in volume By, 

COMMISSIONER ANGUS: Q. Is that in British 
Columbia? 

MR HUME: In British Columbia. I am going right 
across Canada now, picking out of the transeript where these 
numbers are given, and I am going to _ ‘total them up. 

COMMISSIONER ANGUS: Would you expect that number 
to be deceptively low because of the rule about the National 
Parks? 

MR HUME; It could be, yes; yes, it might be, Dr. 
Angus. That does include, though, international traffic 
moving south across the border into the United States. 

That number is fifty. The number of trucks similarly 
engaged in the Province of Alberta is to be found in their 
brier. 

THE CHAIRMAN; How many did you say in British 
Columbia? 

MR HUME: Fifty. 

THE CHAIRMAN: That is, engaged both in inter- 


national and interprovi cial traffic 
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MR HUME: Yes, Mr. Chairman. 

The number of trucks Similarly engaged in the 
Province of Alberta is to be found in their brief entitled 
"Highway Transport", which was filed in volume 63, wherein 
the give the list of vehicles engaged in the different 
types of the trucking industry in that province, and when 
they come to international ana interprovincial they point 
out that there are only thirteen. In Saskatchewan , 
according to my instructions -- this is not in evidence, 
but I have attempted to find this on my own -- the number 
is thirty-nine. In Manitoba the number is Seventy-three, 
and this is to be found in the evidence by the Province of 
Manitoba, volume 46, at page 8853. 

COMMISSIONER INNIS: There is no indication as to 
which border they cross? 

MR HUME: They cross both ways, sir. 

COMMISSIONER INNIS: But you have not divided 
them? 

MR HUME: No, I have not divided them, Dr. Innis. 

Up to that: point, Mr. Chairman, my total comes to 
175. In Ontario the number is stated, in volume 55, 
according to the evidence of Mr. Goodman -- I have not the 
page number -- as 373 power units. 

THE CHAIRMAN: What do you call them? 

MR HUME: Power units. That is the tractor and 
the trailer. One tractor may have two or three trailers 
that it pulls at different stages, but there are 373 writes, 
that is, able to cross the borders under their own power. 

According to the evidence of Mr. Camille Archam- 
bault in volume ae to Quebec, the number is 680, and my 
instructions are that that is both tractors and trailers, 
So that the number seems twice as large, but actually the 


Situation is not quite in those proportions. But, taking 
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that as the total number of power units -- which I know 
that it is not, but even assuming it is -- my total is 
now 1,228 international and interprovincial trucks in 
Canada, 

THE CHAIRMAN; You have not mentioned the Maritime 
Provinces, 

MR. HUME: I was just coming to that, sir. z 
have no figures for the provinces of Nova Scotia, New 
Brunswick, Prince Edward Island or Newfoundland, I would 
not suspect, of course, that Newfoundland would have any 
trucks engaged in this kind of traffic, and I do not know 
the figures for the Maritime Provinces, I think pro- 
bably one of the reasons is that the Association that I 
represent, up until just recently anyway, had no repre- 
sentation; there was no organization down there, and it 
was almost impossible to get these figures without going 
to almost every operator ana Saying, "Do you operate 
interprovincially or do you not?" But for the purposes 
of this argument, if we eliminate the Maritime Provinces 
from our consideration and deal solely with the area of 
Canada from British Columbia to Quebec, the total of 
1,228 is the total number of trucks, But that figure, 
too, needs explaining, because most of these trucks are 
licensed in both provinces, and when you have 735 trucks 
in Manitoba, 73 vehicles engaged in this traffic in Manitoba, 
some of those 73 have Ontario licence plates, some have 
Saskatchewan licence plates and some have American licence 
plates; but, ignoring the American licence plates, you see 
that this figure of 1,228 includes the same vehicle in 
it twice in a4 very great many cases, because if you take a 
particular vehicle of Manitoba that operates also into 
Saskatchewan, it is in the Saskatchewan total and it is 
also in the Manitoba total, 


raveg FO te Kgs 
aif) < 
hme 


«pF is ‘ “4 . Bait 7 ~ = x : : » : i ; 
ae ayo 106 you) ext nok a9! rat = of even 1a 
. . ae! 


. , , 
he se ee: . jai - a ut iat a yi feanutd ‘in 


' h yea . 59 7 hy ; 
Sieg Pare Shh te oe ee a” ee eee hevee - 
> es ek $e . . cs ’ <r 102 io . +49 gee no 7 
4 ce oa i a : A 4 7 , ‘ 
; 7 dal ; 
te, Or MR ame ee bss on eae youn? 
weve, Gath fa a ak ee i etd) at Begagne sou f 
7 ior > . ~* * lined 9 ; = “9 a ; 
- 7 « * & i+ sete = 
ha ee i. ei = ee ai % Sy a" & : easy Gi ‘ P * 4 ri _ 
Be a 7 ' ricer et) 20 Aottuai I wits P 
si * - &6 = 
a : “ J = ay wa* a Ne I ( “e 
- wt ng > +t ue = as “5, 3 ee = Rag 3 a 8s S pa ad 
: ey faked a , soins ‘ / } BToO3g at »4 la ® 43) efto ¥ Ah. ‘es ane 
oo P ' ew: - 
A , _ . eS . == 27 
3 ; i ese + Sia Oe ee BN =, shin - af" se 7 are 5 pret, ; whe me ‘ : 
: ER te ket bo. an, ae Seeing Eee - 


~Fe . snoaeges , ; 


Ww jertl JRL Li Jit 1 g wee 
; vii Ll ‘ ; 
5 ‘ > . r z . 
’ . — re) gee ae Stereo Lae h FS 
: ” . ‘ a4 f54¥ f iy ee ee : 2 f : J 
Saget, \ [ft iS 1s? 7 Re ; st iota Se 82 were 
? . ; p . , o P 19a ' _ 


pee at 
Pe a? 
a 

to. emo i 


 h- 


as=) 


i | 


are" Lf: 3+ el 


ia6.f 40 musth has Jodt r, 


“sett a Pgs Sart 
a rh eotws 


ny od ey CELE +353 4 
Ltew “teLuD 


RND 


- 21322 - Mr. Hume 


COMMISSIONER INNIS: Do they pay for both licence 
plates? 

MR. HUME: They pay for both licence plates. 
Between Ontario and Quebec the vehicles must carry both 
plates; they pay for both licence plates, and they have to 
be licensed by the regulatory boards in both provinces, 

I am only discussing now the size and Scope of 
this traffic, and I Suggest chee Faroneat many of these 
vehicles the total of which I have mentioned as being 
Slightly over 1,200 vehicles, you get a duplication -- 

I do not know whether it is complete, but certainly I 
think that if you came to the conclusion or estimated, 
which is the best you can do, you cannot get the final 
figures without, as I Say, going to almost every operator, 
of which there are some hundreds, and you are forced to 
the conclusion that there are only five or six or at the 
most seven hundred engaged in this movement acfoss the 
border from British Columbia to Quebec, 

I then suggest that the number of for-hire 
trucking vehicles engaged in this movement is relatively 
very, very small, Out of half a million trucks in Canada, 
out of about 20,000 trucks competing with the railroads, 
you have a figure of under a thousand, I submit, engaged 
in interprovincial ana international movement, And when 
you eliminate the trucks that ere engaged in international 
movement, as to the number of which I have no idea, al- 
though there must be a certain number -- I mean, we know, 
you just have to travel around to see them crossing the 
borders and going to border points -- that number may 


be reduced even below 500. I am only mentioning that 


to point out my attempt to keep this particular matter, 


as I say, in focus, so that there is not the suggestion 
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in the mind of anyone that this is a very large movement. 
We in eastern Canada who live here are apt to regard it 
very much more serine because I suppose it can be 
honestly said that the greatest impact of this traffic 

is between Ontario and Quebec, but, taking the country 

as a whole, as I have been forced to eliminate the Maritime 
Provinces because of my lack of information on it, I submit 
that the total freight movement across the international 
boundaries is relatively small, 

COMMISSIONER INNIS: fg not the smallness in 
itself a disturbing consideration? May it not point to 
the fact that restrictions on internrovincial traffic are 
such that the numbers are cut down? 

MR. HUME; That may be quite true, That is, 
Dr. Innis, the Provincial Governments may meet together, 
end as a matter of fact we heard in evidence that the 
western provinces do meet once a year, through their 
boards, to discuss these matters; I do not know, but it 
may be that they sit down and say, "Well, for every licence 
you issue to one of ours we want one ofyours," and so on, 
and they may have some limitations. I certainly know 
of no statutory authority limiting it, but it may be the 
way it works out practically. 

COMMISSIONER INNIS: You mentioned double 
licences and the cost involved in that, and I think there 
was some evidence to show that the rates between Manitoba 
and Saskatchewan were higher than they were within other 
provinces -- I think Mr, Sinclair said something to that 
effect -- and it seems to me the problem becomes of some 
concern, in that it does mean that you are tending to 
Split up the Dominion es far as trade is concerned into 
different sections at the provincial boundaries, and so 


far as the whole economy is concerned it does have a sort 
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of divisive effect which would seem to be rather unfortu- 
nate, 

MR. HUME: That may very well be, sir, that may 
very well be, Certainly each province regards itself as 
@ completely utonomous entity for the purpose of regulating 
the vehicles that move over its highways. Now, there is 
nothing, as I understand it, to prevent the province of 
Quebec saying to every American tourist who comes into the 
province, "You must buy one of our licences and put your 
plate up." They do not do that, of course, because it 
is not practical. But when an Ontario Operator wants 
to run between Ottawa and Montreal he must go to the 
Quebec Board and say, "I wish rights to run over your 
highways in your province," and he has to pay the licence, 

COMMISSIONER INNIS: And conversely is it true? 

MR. HUME: Yes, conversely, the Quebec operator 
who wishes to run from Montreal to Toronto must apply 
for a licence to the Ontario municipal board and prove 
his public convenience and necessity and establish the 
need for the service, and then if he succeeds he is 
granted a licence, and he then puts up Ontario plates 
and he has double plates on his truck, There are certain 
exceptions that the governments of the provinces have 
made, and one is the movement of household goods. 
Apparently a Quebec household good van may travel any- 
where without the necessity of putting up plates in the 
province to which it may run, So they have made certain 


exceptions, these provinces, 


THE CHAIRMAN: Has any suggestion been made, 
this being interprovincial traffic, that the Federal 
Parliament should do something about it? 

MR. HUME: I am coming to that, if I may, Mr. 
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Chairman, I am just now at the moment discussing the 
relative size of this traffic in relation to the whole 
industry in Canada. 

I should like to conclude it by pointing out 
that when one considers the total amount of freight carried 
by truck, as estimated by the Railway Association in its 
brief, and the amount of freight carried in the thousands 
and thousands of privately-owned trucks, one can appreciate 
that this volume of the for-hire international and inter- 
provincial traffic is really very small, Yet we have had 
Suggestions that there be Set up some elaborate system 
of regulations governing this international and inter - 
Provincial traffic, that it be set up in Ottawa under 

Federal control for the Purpose of regulating what, as 
I say, at the moment amounts to four or five hundred 
trucks, The private trucks, of course, carry on. 
Nobody has Seriously suggested that you are going to regu- 
late them, except that the Railway Association 
threw out some Suggestion that they might have to be 
regulated but -- 

THE CHAIRMAN: Do you mean to say the private 
trucks carry on interprovincial traffic? 

MR, HUME; Yes, Mr, Chairman, 

THE CHAIRMAN: Do they likewise have to obtain 
@ double licence? 

MR. HUME; Yes, Mr. Chairman: but, being a 
private truck, they pay very much lower fees; the cost to 
them is considerably less, 

As I say, to repeat again, Mr. Fairweather 
Stated at page 20184 that he could not see where restric- 
tive legislation was any solution to the problem, Viewed 
in that light I submit that the Saskatchewan proposed 


amendment that I have read, to regulate this international 
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‘and interprovincial traffic, is really not worthy of too 
Serious consideration, because of the difficulties in- 
volved, 

Now I should like to discuss those difficulties, 
I have mentioned first of all the size -- 

THE CHAIRMAN: The what? 

MR. HUME: TI have mentioned the size, or attempted 
to argue from what meagre information we have, the size of 
the industry, 

COMMISSIONER INNIS: Those figures do not include 
the private trucks? 

MR. HUME: No, Dr, Innis, They only include 
the for-hire, the commercial public vehicles. 

COMMISSIONER INNIS: Have you any idea of the 
number? 

MR, HUME: I would have no idea nes I submit 
that it must be accepted as a necessary prerequisite to 
enforceable regulations that those regulations must be 
acceptable and approved by the ndustry that is being 
sought to be regulated, and that no regulations which do 
not have the support and approval of the industry can be 
very effective, The trucking industry in Canada is on 
record before this Royal Commission, through the brief 
of the Canadian Automotive Transport Association, that 
they are unalterably opposed to the regulation by the 
Canadian Government of international and interprovincial 
traffic, It is perhaps significant to recall the 
6vidence of” .< 

THE CHAIRMAN: Would you repeat that? They 
are unalterably opposed? 

MR. HUME: Opposed to the regulation of inter- 
national and interprovincial traffic by the Federal 


Government, The trucking industry, through the Association 
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that I represent, are on record as being opposed to that 
kind of regulation. 

THE CHAIRMAN: Then they do not want any regula- 
tion at all, apparently? 

MR. HUME: Theat is correct. 

THE CHAIRMAN: Because the provinces cannot 
regulate them in that respect, 

MR. HUME: They cannot regulate them in that 
respect, but the Province of Ontario can regulate a truck 
to the border of the province, and once the truck passes 
that very fine line the Province of Quebec comes in and 
regulates it in matters that need to be regulated according 
to the wishes of the people of those particular provinces, 
and to that extent the industry says, "We are completely 
regulated right across the border,because while we are 
in Ontario we are under their regulations, we have to 
conform with their width, their Safety requirements, 
their heights, their hours of work, and all the rest of 
ea. 

THE CHAIRMAN: For instance, while you are in 
Ontario there is ho tariff Stated, but as soon as you go 
into Quebec there is a tariffy., 

MR. HUME: That is correct, yes. 

THE CHAIRMAN: Ana I think we were told, were 
ve not. in the evidence,that trucks leaving Quebec and 
going into Ontario are compelled by the law of Quebec 
to charge the same tariffs in Ontario as they charge in 
Quebec, Is that not the case? 

MR. HUME: That is correct, yes, that is the 
evidence, 

THE CHAIRMAN: Well, that seems to me as though 
there was an attempt to regulate interprovincial -- 


MR. HUME: I Suppose it works out that way, Mr, 
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Chairman, I submit that it might be very effective, 
because once your Quebec truck got into Ontario -- 

THE CHAIRMAN: I am not asking whether it is 
effective or not: I am asking whether it is legal, whether 
it is proper, 

MR. HUME: It may not be proper, but it is being 
done, 

THE CHAIRMAN: Your people object to any federal 
regulation? 

MR. HUME: That is correct, yes, 

THE CHAIRMAN: Even of that sort? 

MR. HUME: Yes, Mr, Chairman, 

It is perhaps Significant to recall the evidence 
OLE Dies Locklin, the eminent professor from the 
University of Illinois, who Gave evidence in Volume 63 of 
the transcript -- I have not the page number where he made 
the statement -- that before inter-state regulation in the 
United States was introduced there was a very strong 
feeling in the trucking industry that they desireq that 
type of regulation, I submit, Mr. Chairman, that that 
feeling is entirely absent in Canada. 

Now, Mr, Chairman, I submit that in the first 
place the number of vehicles involved is small, and I 
suggest therefore that the amount of traffic moved relatively 
is small,: secondly, that the industry does not want regula- 
tion by the Federal Government, and that it would be 
impossible to enforce, Who is to say, for example, 
whether a particular movement was intra-provincial or 
interprovincial’ where goods were handled by more than 
one carrier or where they were transshipped at the border, 
Suppose a shipment leaves the city of Montreal destined 
for Toronto and is carried by one carrier to the border 


between Ontario ana Quebec and is there transferred and 
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placed upon the truck in the province of Ontario, and then 
proceeds on its way in an Ontario truck to Toronto, That 
is known to exist at the present time, going from Oshawa 
to Montreal, in the Shipment of new automobiles where 

the carrier goes to the border and stops and the automobiles 
are unloaded and put on a Quebec truck. In so doing the 
Ontario carrier avoids the necessity of buying a Quebec 
licence plate, There is nothing tilegal in it: it 4s 
done today. That is the way the Ontario operator, as I 
say, Climinates the expense of buying Quebec licence 
plates, and the Quebec Government does not object to that. 
Suppose that goods originate in the Province of Alberta, 
and they proceed by one carrier part way toward a border 
and then are transshipped into another carrier, who then 
takes them across the border say into Saskatchewan or 
British Columbia; is the first carrier engaged in a 
movement of interprovincial trafic? Well, he is; he 
had goods that were destined outside the province, but 
nevertheless his carriage was inside the province. There 
are a great many problems that would have to be solved, 
and bear in mind that you have literally thousands of 
these operators, and they would be very difficult to 
regulate and control. 

THE CHAIRMAN: There is no neutral territory 
between the provinces, In the case you put a moment ago, 
where they transfer from the truck of one province into 
another, both trucks are Side by side, I suppose? 

MR. HUME: [I Suppose, yes, Mr. Chairman, 

THE CHAIRMAN: One of them is, to use the word, 
@ foreigner: he comes from Quebec, but he is still in Ontario. 

MR. HUME: Well, you see, I only refer to it -- 

THE CHAIRMAN: Is he allowed to go that far 


without obtaining an Ontario licence? 
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MR. HUME: I do not know that he does, I do 
not know that they do meet Side by side, because I only 
Perer to tt t= 

THE CHAIRMAN: How do they transfer their load? 

MR. HUME: The cars can be driven; the auto- 
mobiles that are being carried can be driven, 

THE CHAIRMAN: That is just automobiles? 

MR. HUME: [I just mentioned it in relation to 
the movement of motor vehicles on these carriers, 

THE CHAIRMAN: TI thought you were giving that as 
an instance: but it is confined to that particular sort 
Of traffic, te 16? 

MR. HUME: So far as I know, and I think that is 
true, I am only citing that as an illustration that 
actually takes place today, but it is only in that one 
particular movement of goods; but it could move. To 
explore your question and have me attempt to answer iti; 
let me take the case of package goods. The two vehicles 
meet side by side, One would be a foreigner, because of 
this line that is indivisible, at least hard to define, 
and is neutral territory, but that apparently could take 
place, And undoubtedly if these regulations were put 
in, to which the industry was not willing to submit in 
out of the way places -- 

THE CHAIRMAN: I am talking of the regulations 
now in force, whereby the vehicle which comes out of 
another province must obtain a licence in the province: 

A ieee invading before it can circulate there, 

MR. HUME: There are all kinds of arrangements 
made, For example, Mr, Chairman, the Ontario Government 
allows New York trailers ten miles inside the border 
without the necessity -- 

THE CHAIRMAN: That is an answer in part, 
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MR. HUME: And I do not know how far that goes 
between provinces, I understand there is reasonable 
reciprocity in working out these things, but there certainly 
is an opportunity in that sort of thing to evade any regu- 
lations in the miles and miles of border, with the thousands 
of operators, I submit that it would be a type of 
regulation that would be almost impossible to enforce if 
you did not have the sympathy and desire of the industry 
to regulate it. 


(Page 21334 follows) 
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I should like to Sey a word sbout the legal 
aspect, 

THE CHAIRMAN: In any case, so far as you know, 
your association is Satisfied with the present wey of doing 
interprovincisl sand international business? 

MR. HUME: Yes, Mr, Chairman, completely satisfied, 

I should like to Say just a word about the legal 
aspect of the matter. The legal or constitutional law 
aspect of this problem, so far ag I heve been able ascertain, 
hes never been determined. The matter has been argued out at 
Some considerable length on previous occasions, but no 
Satisfactory conclusions have ever been reached. There have 
been various Suggestions by counsel on behalf of the railways 
before this Royel Commission that, of course the Dominion 
Parliament has power to regulate international end interpro- 
Vineial truck transportation, The most recent appears in 
volume 93, at pege 17707, and there sre meny others, 

The provinces, except Saskatchewan, have been 
Silent on the point so far as this Royal Commission igs 
coneerned. But they have not always been silent. TI refer 
to the proceedings before the Senate Committee on railways 
in 1937 in connection with what was known 
a8 bill "B" .This. bill was the forerunner of the Transport 
Act, and was introduced in the Senate and referred to the 
Senate Committee horisbudy<. It contained, among other things, 
the machinery to regulate international end interprovincial 
highway transportation. The bill stirred up a storm, The 
Province of Quebec filed a brief before that Committee, 
eppeered by counsel and stated that in their view such s 
provision in the Act was ultra vires of the Dominion Government 
8nd would be attacked by the Province in the courts, if it 


Wes passed. The Province of Alberta, the Province of scam 
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the Province of Saskatchewan under esnother government algo 
appeared by counsel and took @ Similar position. The pro- 
Vince of Nova Scotia took the seme position and references 
were mede to that position in volume 72 of the transcript 

at page 14731. It WeS Suggested on behalf of the Dominion 
Government in 1937 thot the Dominion Government had authority 
to regulate international and interprovincial truck trans- 
portation but no authority was produced; and in view of the 
Violent opposition of the provinces, the bill wag defeated 

in committee, 

A similar bill, except that the provisions governing 
highway transportation were omitted, was introduced into the 
House of Commons in 1938 end became the Transport Act. A 
federal bill to amend the Act, containing certain references 
to internstional snd interprovincial transport, was introduced 
in 1940 but was withdrawn by the minister before vote, 

It is submitted that until such time as 3 competent 
Judicial tribunal decided the question as to whether such 
legislation would be intra vires or ultra vires of the 
Dominion of Canada, any recommendation or suggestion by 
interested parties that the Dominion Government should regulate 
this interproyincial movement is premature, 

I have not prepared, and I did not think that it 
would be worth the time taken to do so, any sort of legal 
ergument, except that I refer to these proceedings on Bill "B", 
8 copy of which I understand is now on file, together with the 
briefs presented by thev various provinces which can be resd 
and the various erguments that were presented as to why this 
Wes ultra vires, 

I merely state at * this point that no court 
has decided the point; and apparently no person or interested 


party has taken the necessary action to have it decided, 
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Whether they sre afraid of the outcome or not I do not 
know; but the point, I.submit, is not decided, when the 
ergument is put forward "Of course the dominion government 
have Jurisdiction", the provinces come back sand say "ofr 
course they have not," Until the matter is decided I 
Submit that any recommendetion to regulate it is premature, 
and eny amendment such as has been proposed by the iprovince 
of Saskatchewan ig completely premature; because if Quebec 
takes the same position in 1950 as it took in 1937, the 
Saskatchewan amendment will be immediately atbacked; because 
it was pointed out at that time that if you pass this. 4+ 44 


ultra vires having regard to their rights, 
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In making this Submission, I Submit, first, thatthe 


, t ' 
volume of this traffic is small; + second, the industry 


is violently Opposed, and third, and in conclusion on 
this subject, I submit that the Commission should make no 
recommendation on this Subject until the question as to 
who has jurisdiction igs settled. 

My last word on this matter has just come to my 
attention, Mr.Chairman. It is a Statement by Honourable 
Mr.Chevrier, which is to be found in Hansard of March 
22, 1950. when the House was sitting in Committee of 
Supply, and a discussion came up about highway trans- 
portation, Mr. Chevrier had this to say. 

THE CHAIRMAN: When was that? 

MR. HUME: March 22, 1950, reported in Hansard. 
His statement was as follows : 

"MR. CHEVRIER: For instance, the question of 

highway transport is one whibh is under the juris- 


diction of the provinces; and the question of inter- 


national aay ico Dee a highways is one for 

1 Re between the provinces..... t ao not 

know whether the provinces would be willing to reach 

agreement on the matter." 
Then he goes on to deal with the matter more parti- 
cularly. He goes on to explain that this Commission is 
Sitting and he is talking generally of the Railway 
problems. I read that only to indicate that the Minister 
is quoted in Hansard as stating that it is his opinion 
certainly that international and interprovincial truck 
transportation is a matter for agreement between the pro- 
vinces, indicating apparently that he does not believe 


that the federal government has jurisdiction. 
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I should like now to turn very briefly to the 


matter of agred charges. It is no wonder, I Submit, that 


the trucking industry is violently opposed to agreed 
charges, I think it would be very Surprising if the 
industry were not. 

THE CHAIRMAN: ‘That is, agreed charges of the 
railways? 

MR. HUME: Yes; TI would say it would be very 
Surprising if they were not opposed to this device which 
contains a clause prohibiting a Shipper from using their 
services. The highway industry can no doubt £O and meke: 

contracts, and does make contracts With Shippers for the 
movement of goods PYty do not think there is any term in 
eny of these contracts, because of the practical nature 
of things, to the effect that the Shipper is forbidden to 
use the railways, The egreed charges contain such 9 
provision forbidding the shipper fade Be will not use 
highway transportation, Therefore I Say iv is not Surprising 
that I am appearing in my capacity as representing them 

and opposing it. 

THE CHAIRMAN: Does the egreement mention highway 
transport? 

MR. HUME: Yes, Mr. Chairmen, Every one of the 
agreed charges, which T understand are filed here and which 
I have looked at, all have a clause in them to the effect thet 
the Shipper agrees not ¢ to ship by highway transport 
over - and they have certain mileages, twenty miles, thirty 
or forty miles, depending where the Shipper is located, It 
is part of the terms of the contract forbidding the use of 
truck transport. It even forbids them to use their own 
vehicles, It foes that far, They cannot use their own 


truck transport beyond certain mileage limits, 
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There sre not very many truck operators in 
Canada who sare not sware of the fact or who have not been 
made aware of the fact that when agreed charge mo, 4 went 
into effect in the Province of Alberta in 1939, it threw 
out of employment some 125 tank truck operators. A substantial 
number of these operators were put out of business indefinitely 
and others were forced to take the tanks off their trucks and 
to go into other types of truck transportation, The ‘truckers 
Opposed this principle when it was introduced in 1937, It 
is interesting, I think to recall to this Commission that this 
principle has been opposed not only by the truckers who ere 
most vitally concerned, but in the hearings of this Royal 
Commission et Vancouver by theWinnipeg Chamber ofCommerce, 
at page 113; by the Anglo-Canadian Oil Company at pere 505; 
by the Canadian Manufacturers Association at pages 5720 end 
5780; by the province of Menitoba at page 8751 to 8761; by 
the province of Alberta at page 10575 and 10747; ana by 
the Canads Steamship Lines who filed a whole brief about it, 
in volume 69, 
The fear of the Canadian Automotive Transport 

Associstion on behalf of their members,is not so much 
8s what has happened in the pest but what may happen in the 
future. Here is a weapon which truly reverts to the law of 
the jungle in competitive werfare., Here is 9 means of 
establishing rates with particular shippers which violate 
all established concepts of railway rate making as they have 
been built up in Canada. Here igs 2a device which can, if 
used to sufficient extent, completely destroy other forms 
of trensport. The agreed charge, I submit on behslf of the 
Association, caters to big business for the Simple reason 
that the railways cannot afford to devote the time necessary 
to developing s multitude of imdividual contracts with smell 


Shippers. To provide special freight rates for big business 
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is a retrograde step. Railways now propose, by the intro- 
duction of this principle whith. they 
ere advocating, to throw Overboard the established system 
of such control in Cenade which was considered over the years 
to be necessary in order to hold or to regain sa very small 
fraction of their revenues. 

This is a weapon, Mr, Chairman, that I submit 
can be used by the large transport industries of this 
country to destroy the Smaller ones; andit is done in such 
@ wey thet the trucker is not even notified of the fate that 
is going to happen to him. He receives no notice from the 
Board of Transport Commissioners or from anywhere else that 
this egreed charge is being considered. It is a matter with 
regard to which the water carriers receive notiee, because 
they are regulated by the Board; and certain notices go out 


to various Boards of Trade and go on. 
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The trucking industry certainly receives no notice of the 
fact that an agreed charge is being considered, and that 
they will be Subsequently put out of business by a con- 
tract that says that Shipper A cannot use their services 
in connection with the movement of his goods. It is 
against a background of that kind that there have been 
Suggestions before this Royal Commission that the 
trucking industry join other means of transportation in 
federal regulation, 

There is a certain interesting change in attitude 
toward these agreed charges on behalf of the railways 
which is worthy of note. The record of the hearings 
before the Senate Committee to which I referred earlier 
and in the House of Commons when the Transport Act was 
being considered, which preceded the introduction of these 
agreed charges, indicated that the reason for agreed 
charges was that it was unfair, they said, for the shipper 
to use trucks in the Summer time when they were running, 
and in the winter time when the trucks did not run to 
turn back to the railways. They said it was eminently 
unfair to keep the railroads running all year round if 
the shipper used them only in bad weather and not in good. 
It was argued that because the trucker did not run in 
the winter time they wanted a device which would hold the 
traffic all year round. We do not hear that argument 
today. The C.P.R. submission at page 76 points out 
that "the highways are to a large extent kept open 
during the entire year," 

Therefore that line of reasoning is not applied 
now because highway operators run all year round. There 
are certain submissions that were made by the province of 
Manitoba in connection with agreed charges, As I say, 


it is not my intention to spend an undue length of time 
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on this matter because you will be hearing from others 

on the point, I should only like to Say that in so far 
as their submissions are concerned the association adopts 
their view. 

THE CHAIRMAN: I think most of the objections 
we have heard against agreed charges on the part of the 
railways have come from other Shippers and those who 
Speak for other shippers, 

MR. HUME: That is correct. 

THE CHAIRMAN: Your case ig different. You are 
another transportation medium and you are objecting to 
the railways giving agreed charges to their shippers 
which exclude you, 

MR, HUME: That is right. Therefore we are 
very pleased to see that other shippers are objecting. 

THE CHAIRMAN: The viewpoint is very different, 

MR, HUME: Oh, I agree, I only mention that 
there are reasons against it. I am giving our reasons 
because we think we may be destroyed or seriously inter- 
fered with, 

THE CHAIRMAN: You seem to think that no 
Shipper should be allowed to make an agreement with a 
railway whereby he will bind himself so as to exclude 
the use of your medium? 

MR. HUME; That is right. As I say in con- 
cluding my remarks, the province of Menitoba take the view 
that we adopt. They say they have protection, The 
contention of the province of Manitoba was that they can 
do the same thing by a competitive rate, They can put 
the rate down overnight. They can hold the traffic by 
&@ competitive rate, and why go beyond that point? 

THE CHAIRMAN: The truckers say that? 

MR, HUME: The province of Manitoba said that 
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in their submission -- 

THE CHAIRMAN: That it coulda be done how? 

MR. HUME: That they can use competitive rates 
to hold this traffic rather than agreed charges, 

THE CHAIRMAN: Then you mean to say they are 
willing to have the railways use competitive rates? 

MR. HUME: Yes, and we Say that the railways 
are free to use competitive rates, The trucking industry 
is not objecting to the use of competitive rates by the 
railways, 

THE CHAIRMAN: You object to this one thing, 
and that is the exclusion in these contracts of the right 
of the shipper to use trucks, 

MR. HUME; Yes, Mr, Chairman. 

THE CHAIRMAN: That is the one thing to which 
you object? 

MR. HUME: That is the only thing we are objecting 
to in the matter of agreed charges, The rest is none of 
our business, 

THE CHAIRMAN: You think the shipper should not 
be free to that extent to bind himself to exclude trucks? 

MR. HUME; Yes, I think he shoula not be free 
to that extent, 

THE CHAIRMAN: * Do you not think you are 
interfering with freedom of contract there? 

MR. HUME: You may be, but on the other hana 
the shipper is a business man, end if the railway will 
offer such a low rate he will contract himself out of the 
use of trucks, We feel it is 4 baad principle and it is 
one to which we object. The shipper can get his same 
rate, the same bargain, by competitive rates without 
having to have the railways insist upon that clause 


because the railways probably are the ones who insist 


» > ay) ‘ve 
pemgian: 


=~ waiters 
é sel be hay 
prey andl 


’ 
4 Te 
si # - . + ea ar a." a 4 th ‘<7 i “ aes 
ry Sa ae he 2 it > PCy y * 77M ma FS Sais 
ar ied " 
" . ort > : ; : rat ee ne Sars Arig ot 
Ki hs LT Pome a = yo a a oe «¢@ Qtr } Li Bz. . I 
See tt a5 
i ee) 2 ll % ; 
- ie 
. piss 8? * Cotes a oF q to 
; i - oe as 
aa ‘wo : Pre CAS Be 3 ‘ 
q 2 aad. © ne Sl Fy Ky ae) =” SLeT. ‘ss 7 
- 
r 
3 : yt TTD na m4 4 opty tom ve , 
. 7 4 : 7 cary 7 ae 2 se 
oily Bb bay Cheb “ig et 1 - i ea Bt i 
= ; 


jail et - _ i 
} ri os. ES - <=> (4 = hs esr Qf Le + aet < -s9the _ BS 
I A ES Log Ses ba re Ley ya ‘ F ia 
br bap - ‘ = { ris 
ciate , Md - ; i 
® od : a Es ‘< A : ine 4 
; by Saga : ‘ PLN Pa six. arts ‘eal oy 


7 * 
La] 
‘ i. neon | 
f rie es Sues ~ i : B ne 
i = a er | = re ee = . +4 Aw bhi a e 
i 4 & We 6 i ba 7 - - ~ a 
i 7 = ‘ 
} eae es Soars ie , Whi ha g ide ae ¥ cick euTt ] . 
=¢ iawn ed Red 2 bee ae F 1 Et : i “ ~ 
> t a 4.4 * 
* eat ;. te ‘ st F a , 
. iy Ep Ie ef tee « ‘oa F ¥ eel L*, ee ‘ 7 
oy ahi ob ka 
| 
i a et by’ ae ee ee Wwe? 
cep | ty Le va | ie eT Ce, . 
Say P 
a ae ae Sa ete > Parra A More La aS 
nok dada gdm toy * TUE AGS 
a - pea ve ; i 5 ae / 
Z > A= ’ af . an) i | ah © 
4° 09 eee eres) ot Bridte dt Le aka ae su & 
eit 8 “i 3.8 ave «6° 6 Sas 
as Iu a J \ oan ie ne ( @) =. 
yrs ; volt » Sud: (30 ; wer Ot 
t 
e4 ee eee rae eM igs pee Lies inet myles Re ® 
ef Vv week ‘ aa * sit t ee i i eo] ay 4 te © ‘ia 2 
a L _ = i 


‘guddd hw" oil ein sks citing Oe: 
0 “ailieato” ly sety fogs des af sear horns 
aptia ‘de® ‘tiie “88, sae 


as 


NP 


- 21344 — Mr. Hume 


upon ¢nat clause. The railways draw up the contract and 
present it to the shipper with a clause under which the 
Shipper agrees not to ship by truck, and in order to 
Secure the rate he signs the contract. It is not the 
Shipper who comes along and says, "I am willing to 

agree not to ship by trucks if you give me an agreed 
charge," It is a contract worked out between them -- 

THE CHAIRMAN: Yes, otherwise he would not sign 
the contract. 

MR. HUME: He is induced to Sign it by the 
fact of a very low rate, These agreed charges are 
mostly a very low rate. 

COMMISSIONER INNIS: What are the duties of 
the railways as common carriers? Is that interfered with 
at all by this regulation? 

MR. HUME: No, I do not think there is any 
interference with their duties, if you accept the prin- 
Ciple. Mind you, representing the trucking industry 
I do not want to get out of my field into rates and rate 
making, If you accept it that the principle of rate 
making in Canada is the principle that has developed over 
the last six years then I am impressed somewhat when I 
listen to the submission of the province of Manitoba, 
probably because of the position I have here in the 
interests of my clients, when they say that the railways 
can be just as well protected and can compete ona fair 
basis with their competitors by the use of competitive 
rates rather than to enforce a contract wherein they 
say, "We will give you a much cheaper rate, a very low 
rate, provided you will agree not to ship by truck," 

As I recallit, the evidence of Mr. Jefferson was that 
in eastern Canada on oil and salt it was not our industry 


at all they were preventing the use of; it was the shipper 
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using his own truck so it works both ways. Mr, Chairman, 
that concludes all I want to Say in argument on that 
question, 

I now want to refer to another subject matter 
dealt with in the evidence Submitted by the Association, 
and that is as to the matter raised by the members of 
the Canadian Automotive Transportation Association as to 
railway operation of highway transport, The Association 
is against the entry by the railroads in Canada into 
competitive trucking operations, In support of their 
position the Association quoted the Interstate Commerce 
Commission, of the United States at page 17 of their 
Submission which is found at page 9638 of Volume 50 of 
the transcript, to the extent that the Interstate Commerce 
Commission have laid it down as a principle as follows: 

"Having in mind the obvious public benefit 

to be derived from independent development of 

rail and motor transportation, we have looked with 
Some concern at the apparent tendency of many 
railroads to acquire a Substantial interest or 
permanent position in the motor carrier industry." 

THE CHAIRMAN: Who Says this? 

MR. HUME: The Interstate Commerce Commission 
of the United States. That is found at page 9638 of 
Volume 50, That Commission has indicated that in their 
opinion they look with some concern upon this development, 
and they have stated that they condition all grants of 
certificates under their Act in such a manne as to 
restrict the authorized motor operation to a service 
which is either auxiliary to or Supplementary of rail 
Service, and that they will not permit the entry by 
railroads into the trucking industry and the operation 


of lines which run parallel to and compete with their 
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rail service, I have not any definite information but 
I understand from my inquiries that that ruling or that 
position is under appeal to a higher tribunal in the 
United States, I do not know whether any ruling has 
been handed down as to whether that is to be the Situa- 
tion, If there has been a ruling no doubt railway 
counsel will mention it in argument. I only wish to 
State the position of the Association in connection with 
this matter, and I do not wish to labour the point. 

The Association accepts that view as being in 
the best interests of Canada, There are others who have 
given evidence for one reason or another in Opposition to 
rail entry, In volume 3 at page 382 the Manitoba 
Co-operative Wholesalers Limitea Opposed rail entry in 
western Canada because they said at that page that they 
were afraid it might eliminate truck competition and 
that therefore it was not, in their opinion, in the best 
interests of Canada. 

At page 487 Anglo-Canadian Oils Limited stated 
to the Commission that they were Opposed to rail entry 
inte the highway transportation field because they said 
that in their Opinion it might smother competition, 

In volume 9 of the transcPipt at page 1466 
the Edmonton and Calgary Chambers of Commerce in a 
joint submission recommended prohibition of rail entry 
into the trucking field on the same basis, 

At page 1500 of the transcript the Alberta 
Co-operative Union stated to the Commission that they 
were against rail entry if the truck lines being pur- 
chased by the railways were competitive with their own 
rail service, 

The British Columbia Feed Manufacturers 
Association at pages 3102 and 3103 of volume 17 of the 
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transcript stated that they were also opposed to rail 
entry as it might tend to defeat competition, 

At page 5996 of Volume 31 of the transcript 
the Canadian Industrial Traffic League was against rail 
entry as they were afraid that the railways might obtain 
& monopoly in the transportation field by highway. 

THE CHAIRMAN: Then you think the railways should 
be restrained by legislation? 

MR. HUME: Yes, that is the view of the 
f.ssociation which I represent, that by legislation the 
railways should be prohibited from extending their efforts 
into highway transportation. 

THE CHAIRMAN: Do you know of any such legis- 
lation anywhere else? 

MR, HUME: No, I do not know of any such legis- 
Lauyon except, as I have pointed out, the rulings in the 
United States, 

I want to make a few remarks on the subject of 
co-ordination, No official definition has been given to 
the term "co-ordination" as applied to transportation 
before this Commission, and it may or may not have a 
variety of meanings in the minds of the people who used 
it. These meanings may range from voluntary consoli- 
dation to compulsory consolidation, as I understend has 
happened in some places throughout the world. I suggest 
the word seems to be of a very elusive nature and may 
permit many interpretations. 

I think it will be agreed by most people that 
co-ordination in the transportation field, if it is to 
be effective, must be purely voluntary, and there are 
examples of voluntary co-ordination in Canada in the 
transportation field, I refer to one example of 


co-ordination that I consider very healthy and a good 
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thing, that in the passenger traffic field between 
railways and independently-owned bus lines. An 
examination of the Canadian National and Canadian Pacific 
railway time tables will show published co-ordinated 
schedules between railways and independently-owned bus 
lines, 

There seems to be, however, very little of 
this co-ordination between railways and the highway 
transport industry for the movement of freight with the 
possible exception of co-ordinated services between the 
railways and their own Subsidiaries or some individual 
contractors who are engaged in pick-up and delivery 
Service or under exclusive contract to the railways. 

I submit that this is a field which could be explored 
by both the railways and the highway transportation in- 
dustries to the mutual benefit of each, 

The reason why it has not been explored may be 
purely historical, I suggest that the railways having 
had a virtual monopoly up until the last twenty-five, 
thirty or maybe forty years ago, probably did not 
consider this new invention of the internal combustion 
engine and the first awkward truck very much of a threat 
to them, Possibly that thinking has conditioned rail- 
way thinking over the years, and it may be one of the 
reasons why the railways have not taken the initiative. 

On the other hand, taking the truck operators, 
I have pointed out that most of them carry their offices 
under their hats, and without any great background of 
business experience they buy a truck and go into the 
business, They secure 4 licence, and they are pro- 
bably suspicious of the railroads, and they have not been 
very willing to take the initiative. I .feel,,and I 


make this Submission, that co-ordination between the 
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reilway industry and the trucking industry in Canada is a 
matter that can bé explored. to the mutual benefit of 
each, It could take the form of published through rates 
and joint tariffs in the same manner as exists today between 
the railways and the water carriers, To give one example, 
the railways could turn Over c.0.d. shipments to a trucker, 
Shipments that are destined to a point off their rail line, 
without the necessity of the trucker paying at the station 
for the c.o.d. shipment, In other words, a mutual 
arrangement could be worked out between them, 

Or it could take the form, as it has done between 
Boston and New York, and in certain of the western states, 
of an arrangement where the railways and the highway carriers 
have co-ordinated for the movement of trailers on flat 
cars, I have here two pages of a magazine, torn out of a 
magazine that was identified by Mr, Jefferson as a reputable 
American magazine dealing with traffic problems. It is 
Called Traffic World and is dated February 11, 1950. I am 
not attempting to use it to prove anything, but there is 
an article in it which I have in front Of me by Mr, Richard 
C. Colton, who is traffic manager of RCA Victor, and is 
not a transport man. He is a Shipper,, He has written an 
article in which he deplores somewhat the fact that railways 
in the United States have not done more of this. He 
points out there the satisfactory arrangement that exists 
for moving these trailers on flat cars in the United States 
and he mentions all the points that are referred to. Would 
you like me to stop at that point, Mr, Chairman? 

THE CHAIRMAN: Yes. Has any arrangement been 
made about time? 

MR. COVERT: Yes, there is, 

THE CHAIRMAN: Mr. Hume has more time? 

MR, COVERT: Yes, he has, 
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— MR, HUME: I will be about twenty minutes, 


---The Commission adjourned at 1.00 p.m, 
at 2.45 p.m, , 
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Ottawa, Ontario, 


Tuesday, May 2, 1950 
AFTERNOON SESSION 
wont Loh dedi eecldindienth 


THE CHAIRMAN: All right, Mr. Hume. 

MR. HUME: At the adjournment this morning, Mr, 
Chairman, I haa just finished discussing one of the phases 
of possible co-ordination that could be undertaken by both 
the railways and the trucking industry, possibly with the 
result of mutual benefit to each, and I now just want to 
Say a word, This co-ordination I have been discussing 
cannot take the form of abandonment by railways with the 
Commission under the existing legislation as I have heard 
it is enforced, of unprofitable branch lines. 

THE CHAIRMAN; Of what? 

MR. HUME: Of unprofitable branch lines, where 
perhaps co-ordination can be worked out between the rail- 
ways and the existing highway carrier to where the latter 
would take over movement of freight in certain areas and 
where the railways were maintaining branch lines, if 
there are any such, which were very unpfofitable and on 
which the freight movement would not justify their 
continuing existence, 

Volume 93 of the tragscript at page LT Toa 
which was heard on March 10, discloses that Mr. W. A, 
Newman for the Canadian Pacific Railway Stated, in 
answer to a question I think of Mr, MacPherson, that 
abandonment of passenger service on a line known as the 
Lake Erie & Northern (Electric) Railway was under con- 
Sideration, but he Stated that he doubted whether any 
conclusions had been arrived at by the railway in con- 
nection with that matter, and that he did not think any 


arrangement had been made. He was apparently unaware 
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that the Board of Transport Commissioners had received 
such an application to abandon passenger traffic two 
weeks before he gave his evidence, and on March 9 had 
issued an official notice of Sittings at Galt to consider 
the application, 

THE CHAIRMAN: Sittings at Galt? 

MR. HUME: At Galt. TI understand those Sittings 
have been held, the Evidence has been heard and judgment 
has been reserved, 

THE CHAIRMAN: which railway is this? 

MR. HUME: The Canadian Pacific Railway. It 
was proposed in that case that the passenger service, which 
had been operated by the Lake Eric & Northern (Electric) 
Railway, which is a Subsidiary, I understand, of the 
Canadian Pacific Railway, be taken over by an independent 
bus operator known as the Canada Coach Lines, 

THE CHAIRMAN: What about the freight service? 

MR. HUME: I do not think there was any freight 
Service involved in this particular application, This 
was purely the abandonment of a passenger electric line, 

I then submit that if it is profitable or if 
it is considered in the interest of the railway to abandon 
unprofitable passenger lines and make an arrangement with 
an independent bus operator, it may be in Canada some- 
where just as feasible to make an arrangement, or at 
least to discuss the co-ordination, between independent 
highway freight operators, and that the same rules would 
apply. I cannot see any difference, and I submit that 
the principle involved in the unprofitable passenger 
line should also or could also apply to unprofitable 
freight services. As I understand it, when these 
applications come forward for the abandonment of unpro- 


fitable freight lines, they go through the machinery 
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prescribed, but there is no attempt made or has been no 
attempt made to work out any kind of co-ordinated scheme 
with established highway operators in the area so that a 
complete plan could be Submitted to the regulatory 
authorities in a consideration of abandonment. 

COMMISSIONER INNIS: Woula you like to see the 
C.N.-C.P, Act extended to cover trucks? 

MR. HUME: Well, I do not know eno gh about the 
O.N.-C.P, Act, Dr. Innis, to answer your question, sir, 
I do not know: I have not made any study of it. I just 
do not know enough about it, 

Mr, Newman at page 17696 stated: 
"Canadian Pacific is more than fifty per 

cent branch lines and a great many of our branch 

lines do not pay their way. .. . We believe 

that the time will come in Canada, as it has in 

the United States, that it will be desirable in 

the best interests of Canadian transportation 

for us to replace some of our branch operations 

with highway operations andi we feel.thet it. is 

essential for us that it be recognized that, as 

a transportation company with an obligation to 

the municipalities and to the towns in 

different areas to provide transportation, we 

Should maintain the Pent GO Gos 8034.5 Jie 

All that we would do in most cases is to reduce 

the severe loss to a lesser loss and I am 

doubtful in all cases whether or not the kind 

of business we might have to do would be 

attractive to anyone on a contract basis." 

I only read that in order to make this submission, that 
apparently there has been no Suggestion that if that is 


SO -- and that is a situation which the railways feel, 
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according to Mr. Newman's evidence, may come -- then I 
suggest and submit that there may be a field of co-ordina- 
tion there between the independent established operators 
who are doing business in the area, I presume, at the 
moment, and the railways, rather than have the railways 
consider the matter purely from their Own Standpoint, 

"We have to abandon the line, we have to buy trucks to 
put on.in their place," ana so Ot =< 

THE CHAIRMAN: You said this morning that you 
would oppose the railways having the right to operate 
trucks, 

MR. HUME: fT State that yetie doam Suggesting 
that in this kind of evidence Mr. Newmen Suggests that they 
put on their own trucks, not me, 

THE CHAIRMAN: I understand chavs bub I Soy we 
must bear that in mind when we read Mr. Newman's evidence, 

MR. HUME: That is right, Mr, Chairman, and I am 
Suggesting that this is a situation wherein it may be 
Possible to have coordination along the lines I have been 
discussing - 8 field where coordination might extant 

COMMISSIONER ANGUS: Do you consider that the 
established highway Operator in the vicinity has a sort of 
vestéd interest in being given first chance at the traffic 
if the line is abandoned? 

MR. HUME: He certainly has, Dr, Angus, 8 vested 
interest under the licensing system, For example, in most 
of. the provinees, excluding Alberta, he makes his application, 
he gets his license, and he is allowed to run between 
particular points, He hes a vested interest to the extent 
that some outsider connot come in without going through the 
m™®inery of also buying the license, end he therefore 
establishes an investment in the sree and mekes his eontacts 


and so On, SO he has 3 vested, interest certainly under the 


4 


5 ' % oi 
ai 9429 LE PebS f" 2 - heiceain omer iks 2 an 


Ry pect . 
‘fades Jonbema gio’ fe ad ineetad 00, 
gist tine ERS skein! ubiaieene 


Ped LHL as hnd, , Fegan, 


a ae 
Peano dd - oN gM pA Sea O es CERT 


i _ > - , a ; 
«ih ~~ Lom en oatmeal “ 


ahd 7) 


dant ty) 


ese % i eae 


Rt . TAs Rtas aa 7/4 a as 


4 SS e8 ORS: rohtgaos. 


_ Zz '* s‘— y 2 y 7 ee = e) 
4 heveeesy es 3 ec Ue tery a Te oH faths * | a ti <i 
: as ae Eee Taree 


wh 


eybrad e085 99 ashtaWe 


f, < SWAMRE VHRR SOEORTS Rie Pike Les 


4 
"4 - i ; | / 
1 f 0 > ner fi 
oi ST f of r Es ne oe 
‘ fia 08: BRR. 4 Reet ee cot mit ee Lk as ~ 
~~ e L Bee 5. NPT \ * * | : 
‘ bd ware, WyeT~ 
i ay oe » ' en? ATA As bas betas ¢ 
3 LAS DESL MAS. eee 
\ “ne <= é ¥ 
; 
. r she 
+s | 
& aes € _ ais: a9 ait al oe de , 
ol) ie P : } 
7 ’ - 
i pas 
o hea 8" is 
4 ‘ 
e 
| rf FE: ol 
4 ¢ 8 i Pg - ‘ 
bed ie > i ‘ © 5 ‘ve : 
. i he J Z o24, 
| ‘ 
i ¢ rd oft) i 
fa pL bri toe e Liy, fe | ae 
i = - Para oe : a , at a 
4 : Z a 
; = 
2 7 
= f- ai: 12 vik ae a} Sed EGE : 
: z pel sine 
_ = 4 
¥ a 
wets ' any ¢ 
- ? 34) ¥ as : he ; 
ay uh Gt ATE = ak) 


¥ - ‘ Z + vane i > 
Pf ees « 
= .% 
; no > - ‘ i? im *, 2 
~ 4 i! i: § Py | 
o Bb ee iy 
bisa ig dads anpi sees 
{ ma if : 2 12 , 
3 ne | 
% (ethene 6 2 : 
‘e = i 
: kt ry ver oo S420 258a . 
i Pants om mae e. =a i 7 
: as ee ae : 
hag oe. BMPOCHOR As 
m bee 3 
7 wi xs es eit A to ase, 2. - - 
. ry . a “ 
: + * \ - 
a a T mF 
1 : Poh k PEs a 6 Dat oa 
os _ - > s- 
1 Leos I - p 
M ‘ } of 2 te 7 
‘ Fe a fe. St fdavee 
= es . 2 **& 
™ ° % ae ort = ’ 4 
&. Pea? dir ~) 
; tad § ete dre: DBO 
f Pewee. ¥ : ae 
4 ’ q 
c , > Fite Ae gh: 
> HSS = ye fend 8 a 
: yt 
ea: Fe: cat) ORL. Sgeeeetie tare’ 
. t 533 * 1 
‘ ir -akop eee teoresel + 
i ~ » 7 Ae re ee 
- Peas ij en 7 —ite = oS ee Foo) ee «ee . * 
Me q Ms ; 1 Ae 
| » See oE eS TIO” 
wd iejatec ve, (RARE 
rr 3 ead iu nda ee Gee 
sa, 3 aes > ; +S : . : : 5 ; 
’ F fi = ‘ of A an nals 
i oe af 4 5m *) 
St ee 5 jas sgl 7. 3 ai be 
3 Se nt ® <cy on ; She & a , =f 
a F Ty >, ater = tp a eo Writ | : os a : - 
j 
f 
io pes a ae ifureeenG. 
‘ 4 eet ee Ss Fargo ' ; 
} Sisoa ~~ aw. ai te Cay = >be Pre Ves " ve 2 . 5 : 
scents ire Sue's soe Sect 
* _ i it. = Fy y4 eee sn ee) s ee cat . ih <2 
Lie - J Bel Oow = nods sh oD de te: Cae a gt Em 3 i R 
“> os 4 Beye bet oo 
Tots: ES ke: aes; LE AA See Syl eee 


At: DES, 


a3: eee # ceil BoA | 


- 21355 - Mr. Hume 


System that is now in force in most of the provinces. 
But, along the lines as Suggested by the Cheirmen, as to 
the railways putting on their own highway vehicles,.. 

THE CHAIRMAN: We understond thet you ore 
Opposed to that, 

MR. HUME: Yes, Mr, Chairmen, 

THE CHAIRMAN: If enything at 211 ought to be 
done it ought to be done by cooperation between the reilweys 
and the truckers, 

MR. HUME: Yes, Mr. Chairmen. And in passing, I 
wont to say just one more thing in ergument in Support of 
thot view, if I may refer very briefly to s cese known as 
the "Beauport Case", It is popularly known as that, It 
will be found in 1945 Supreme Court Reports at page 16, 

THE CHAIRMAN: What is the case? 

MR. HUME: It is called the Beeuport Case; that 
is the short name for it. It has a much longer name, It 
is found in 1945 Supreme Court Reports at page 16. In that 
case, Mr. Chairman, the Supreme Court of Canada held that ea 
bus company which is intra-provinciel in Scope and is owned 
by a federally controlled railway company is not subject 
to rate control by the province in which it operates, but 
in view of its railway ownership is subject insofar as 
rates are comde meg to Federal control. To say the seme 
thing in another Way SCA. 

THE CHAIRMAN: That does not necessarily meen, 
though, control by the Board of Transport Commissioners, 

MR. HUME: Yes, Mr. Chairman, They said - well, 
not that particular Board. As a matter of fact, the case 
went on to point out that the authority of the Bosrd of 


Transport Commissioners had never been extended to buses, 


end the thing is es void now. The Act hes never been emended 


to give the Board of Transport Commissioners jurisdiction. 
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The case decides that the Federal Government control those 
rates, not the province, even though it may be an intra- 
provincial bus company. . As iI .say,.1 only cite thet as one 
more example es to why some of the provinces... 

THE CHAIRMAN: Does that particular trucking 
coneern control its own rates? It is not subject to the 
provincial rates, ond there are rates in effect. What rates 
does it observe? 

MR. HUME: It does not observe any. It observes 
the rates thet are set by the company. The province has 
no jurisdiction. 

THE CHAIRMAN: By the railway company? 

MR. HUME: By the railway company who own 1G. in 
the last sonalysis, 

COMMISSIONER ANGUS: Do you consider thet the seme 
problem would epply to trucks 2s to buses? 

A. te Chine bt would, yes, Dr. Angus, 

THE CHAIRMAN: Ig thot Besuport Case a case of 
buses or trucks? 

MR. HUME: It is a case of buses, but the 
principle enunciated by the Supreme Court makes no difference 
between the two. In effect it has been considered by some 
88 indicating thet even in the case of highwey transport the 
for-hire truckers, if 3 railway company buys an intra- 
provincial trucking concern,its rates may be not subject to 
provincial control, There has been no decision on that 
point, but the Besuport Case, while it refers to buses, 
does establish 9 principle of constitutional law, 

Mr. Cheirman, I want now to refer just very briefly 
to the question of highway costs. It has long been 2 claim 
of the railways ijn Canedo and in the United States that the 
trucking industry do not poy their fair shere of highwoy 


costs, and ore therefore subsidized and are therefore unfsir 
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competition. This allegation has been denied by the 
trucking industry 2s often 88 it has been made, and 
various studies heve been undertaken by governments and 
others to determine the facts, 

In Canade this matter is purely provincial, and, 
because it is provincial, the Association which I represent 
took the position thet this Commission would probably. 
went to enter into 3 Study of that particular point which 
was raised by the brief of the Railway Association of 
Canada. <A letter was written to commission counsel on 
November 8, 1949, esking for a ruling es to whether or 
not the trucking industry was required to mdet this claim 
and produce evidenee: in rebuttal, AS @ result a letter 
was written by Mr. Covert to me, dated November 10, 1949, 
in which it was stated that the Commission did not intend 
to express any opinion or make any finding as to whether 
or not motor vehicles are now peying their proper share 
of highway costs, This elimineted the necessity of the 
meeting of this claim by the Railway Association of Cenada 
on behalf of its member railways, but the Commission re- 
Served the right to recommend that motor vehicles should 
pay their proper Shere, and with this statement the trucking 
industry whole-heartedly agree. Therefore, I do not propose 
to enter into eny detailed discussion or ergument on this 
question of highwey costs and their allocation, but I would 
like to point out thet it is interestirg to note that the 
Duff Commission, who epperently spent some time in the study 
of this atter in 1931, found that the users of the highweys 
should pay two-thirds of the cost of construction sand 
maintenance and that the other one-third should be paid by 
the general taxpayer on the basis that roads heve a social 
necessity value and sare therefore to be maintsined in pert 


out of the general taxpaying public. If we accept those 
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findings as fair end reasonable findings besed upon ean 
adequate Study, wheat then is the situation in Canada? 

The answer is furnished perhaps by the éppendix to the 
Railway Association of Canada's brief, where exhibit 14 

of the appendix tells us that Sinee 1930 the HACrH ail 
Users, or the highways through gasoline tax and motor 
vehicle licenses have peid 77.4% of the cost of construction, 


maintenance and administration expenses of highweys, 


(page 21360 follows) 
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And Exhibit 15 of the Appendix tells us that since 
1919 the users of the highways have paid Te.5% ‘of the 
cost of construction, maintenance, including amortized 
charges, highway debts and all of the other expense 
items that go towards general highway costs. And so, 
Mr. Chairman, it is pointed out in their own Submission 
that the users are paying considerably more than the 
minimum found by the Duff Report. 

No evidence was produced as to what percen- 
tage was paid by the trucking industry, because, as I 
have already Stated, the ruling was advanced that this 
matter would not be reported upon. But I merely want 
to find out at least that much of the matter which is 
contained in the evidence presented before the Royal 
Commission. 

In 1947 in Ontario, according to my informa- 
tion from the Department of Highways, the public 
commercial vehicles, that is, those for-hire vehicles, 
comprising less than 1% of the total user vehicles 
in Ontario, paid 14% of all the gasoline tax and 
license fee revenues received by the Department of 
Highways. Less than 1% of the vehicles 1S Be Te 
vehicles paid more than 14% of the gasoline tax. 

Mr. Chairman, a quick word as to statistics. 
The development of statistical data for highway 
carriers is at the --moment nothing *a-more than a 
hope and a desire. If we consider that the individuals 
concerned in the highway transport industry are 
Small business man who conduct their own business in 
their own way, it is not difficult to realize the 


reason for the absence of any refined data. One of the 
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difficulties that faced us in presenting evidence or 
Submissions to this Commission, was the lack of some 
Statistical data, and I am sure the same difficulty 
must have faced those of the Commission staff who 

were charged with certain responsibilities, and 
certainly those in the provinces who were interested in 
Lt too. The average truck operator in highly motorizeg 
Ontario, owns less than 2.6 vehicles and to pass a 

law requiring these hundreds and perhaps thousands in 
Canada in the business, hundreds or thousands even in 
Ontario, to pass some Sort of law requiring them to fill 
in various forms, is not the answer. The Canadian 
Automotive Transportation Association realizes the 
nature of this problem and is making a serious attempt 
to develop information and to educate the industry. 

Some information as to what has been done was filed 

as Exhibit 125 in these hearings. 

In conclusion, may I submit that when it is 
remembered that the for-hire trucking industry is made 
up of thousands of small Operators across Canada, 
and when it is remembered that the industry is less 
than fifty years Cid, Te is ‘not Surprising to find 
that there is no reliable Statistical information, 
and it must be realized that it is equally impossible 
to determine from actual operators themselves the 
So-called economic limits of the truck haul. The 
Railway Association in their Brief attempted to show 
that the economic limit of the haul is something less 
than 100 miles, and they defined their terms by 
relating this limit to the cost of moving goods by 
rail. I submit that it is impossible to determine what 
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is the economic limit of the truck haul. It is perhaps 
possible to determine an economic limit in relation to 
another figure, but the Situation as it exists today 
under the "umbrella" as Mr. Fairweather calls it, 
being a situation that is in existence, if price were 
the only consideration, there is or certainly would be 
Some explanation as to the use of the truck as a vehicle 
for moving freight; and it may be possible to relate 
or co-relate this economic limit of the haul. 

When you have considerations of service, 
when you have considerations of speed, when you have 
other considerations of flexibility and so On, ‘ZR 
where the shipper perhaps is not too concerned about the 
Brick, And ws willing to pay any price, as the shipper 
by air may be to get his goods moving quickly from 
one point to another in a matter of two hours that 
Ordinarily would take a day, that is, by air express; 
when price does not enter into it, there is no economic 
limit surely. It is Just what the shipper or what the 
public will pay. 

Evidence was given on truck hauls over two 
thousand miles, and I am advised that hauls of over 
one thousand miles are very common in the United States. 
I predict and submit that when the Trans-Canada 
Highway 1s completed, hauls of over one thousand miles 
will be common in Canada. So long as there is a road 
and a shipper who wishes to Ship by truck, the freight 
will move over the highway. If the trucker charges 
a rate for his thousand mile haul that is greater 
than the shipper can get from another form of 


transportation, the Shipper will not use the truck 
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unless there are extraordinary service advantages. 

The answer must be that in the United States there are 
a great many shippers who are paying the rate charged 
for these thousand mile hauls. Goods are moving today 
from Florida into Ontario and Quebec, taking up citrus 
fruits and taking back vegetables, turnips, and so on, 
and it is a fact that in Ontario there are at least 

25 or 30 trucks entering Ontario every day, all the 
way from Florida and gO back loaded with turnips and 
other similar produce. (Goods are moving from New York 
State right across the continent to the Pacific coast 
in the United States, and that is apparently an ex- 
panding condition. The economic limit of these hauls 
Surely must be controlled by the fact that the Shipper 
must be willing to pay whatever the tarriff is -- and 
I have no idea what it is for these long hauls. 

It is equally difficult to find any reliable 
data on the costs of the Operator's operation, and 
even if a cost picture could be developed for one 
Operator it would not be accurate for another operator 
or another class of operator. These truck Operators are 
in a highly competitive business, They compete 
with each other; they compete with the shipper who 
uses his own truck; and they compete with other forms 
of transportation. These men are not interested 
apparently in developing statistical information as 
to their cost or the economic limit of their haul, 
except as it is necessary to conduct their own 
business ,and having developed figures for their own 
use they are not enthusiastic about sharing them with 


other competitors. 
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The service offered by the trucking industry 
is in many cases uniqe, and it cannot be duplicated 
in many cases by other media of transportation. Whether 
the truck is used by the shipper depends upon so many 
factors of Service, convenience and price, that it would 
be impossible for anyone to prepare regulations or 
attempt to set up a code to determine when the truck 
Should or should not be used. The Railway Union in 
their Brief and submission State that they can see 
no justification for trucks carrying goods on the 
highway that parallels a4 railway line. It would be 
Surprising if the Railway Union held any other view, 
but I submit that this is not a very realistic 
appreciation of the transportation Situation today. 
It is the shipper who keeps the truck operator in 
business and who will continue to patronize this in- 
dustry. Arbitrary restriction of the trucking industry 
Will not return the Preight to the railways but will 
increase private trucking. The greatest competitor 
facing both the railroads and the motor transport 
industry today is the Shipper who sengs goods by his 
own truck. 

I submit in conclusion that a hasty examina- 
tion of the history of truck transportation discloses 
a constant struggle for Speed and flexibility. The 
barge gave way to the Stage coach; the stage coach 
Gave way to the railroad. The motor vehicle as a 
medium of transportation, both privately and for- 
hire, is a very important factor today and it will 
become increasingly so in the future. The use of 


the motor vehicle is perhaps another step forward 
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in the development of the transportation picture. 
COMMISSIONER INNIS: In your last sentence 
you are talking about growth. Have you made any 
Studies which would Supply us with figures as to the 
possibility of growth? You seem to Suggest in a vague 
Sort of way that the trucking industry will grow. 
Now, is there any indication, for example, taking into 
consideration the rate of depreciation and deterioration 
of trucks, the rate of manufacture of trucks, the 
crowding of roads and all that sort of thing, as to 
how much more it can grow? 
MR. HUME: No, Dr. Innis. I could not 
foresee what is going to happen in the future. There 
1s perhaps only one barometer to which I can direct 
you in the matter (and it does not answer your question) 
but that is the record in the brief of the Association 
indicating the increase in truck registrations in Canada. 
Now, that must have some bearing on the problem, because, 
while it is true there are more and more farmers buying 
trucks for farm use, there also must be more people 
who buy trucks to earn a living from those trucks. 
Page 7 of the submission is the record of the growth 
from 1922 up to the present time. Whether that is 
going to continue, I have no idea. 
COMMISSIONER INNIS: That would be Giffieurt 
to advise, whether it would continue to increase at 
the rate it has increased in the last ten years. 
MR. HUME: Yes, I am not competent to foretell 
it, but there are certain developments taking place. 
The Trans-Canada Highway is a development which I 


think will undoubtedly in my view increase trucking. 
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The Province of Ontario recently have raised the weight 
limit. That in itself is not too Significant, but 
that permits a trucker who formerly could carry a pay 
load of 10 ton, can now carry 12 legally, and he makes 
more money. And so many factors will come in the 
future that I would hate to make a guess, sir, as to 
whether the rate of growth will be the same, whether it 
Will come to 4 Standstill or what it Will do. 
COMMISSIONER INNIS: One other minor point. 
I hope I am not encroaching on your time, Mr. Covert. 
MR. COVERT: It is all right. 
COMMISSIONER INNIS: You mentioned the use 
of trucks under the Feed Grains Assistance Act. 
Why did the Government Act in not allowing the trucks 
to take advantage of the Act? Was it because it was 
difficult to adminster? Have we any evidence as to 
the reasons for the Step being taken by the Government? 
MR. HUME: No other evidence except the 
Suggestion which is made by the witness Mr. Goodman 
who gave this evidence in Volume 50 about it, I 
think, and he had the Order-in-Council, and I don't 
know if it was filed aS an Exhibit or not. There 
was nothing indicating it except that it said in there 
that claims for Subsidy for goods moving ‘by truck 
would be made on a Separate form. On investigation to 
discover the reason, it would be made ona Separate 
form so that they could be disallowed when the 
applications came in for subsidy. So it was arbitrarily 
taken off, Previously it was granted. 
COMMISSIONER INNIS: That is what I was 
wondering, if there was reason for this action being 


taken, 
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MR. HUME: The only reason I can state, as 

I have stated already, I am instructed that the purpose : 
was to divert this traffic to the railways. 

THE CHAIRMAN: All right, Mr. Shepard, 
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ARGUMENT BY MR. SHEPARD 
=e _BY MR. SHEPARD 


MR. SHEPARD: May it please the Commission, 
I would like, just for the record, Mr. Chairman and 
members of the Commission, at the outset, to make 
mention of one thing and that is that during these 
procecdings in the preparation of the argument on 
behalf of Manitoba, I have had the benefit of con- 
Sultation with Mr. Wilson E.  meLean, RO oag 
Toronto, who has been retained ag advisory counsel 
to the Manitoba Government on this matter because of 
his previous association on behalf of the Manitoba 
Government in the previous rate cases, 

at the outset of this argument on behalf of 
the Province of Manitoba it is perhaps well to recall 
that the Submissions made by Manktoba were the result 
Of study by a Committee, under the chairmanship of Mr, 
mae cis Moffat, Economic Advisor to the Manitoba Govern- 
Ment. The personnel of the Committee is set out at By 
8362 of Volume 43 of the Transcript and included both 
eccountants and economists. At the same page of the 
Transcript it is pointed out that the Manitoba Freight 
Rates Committee reported from time to time to a 
Committee of the Manitoba Cabinet under the chairmanship 
Of Ghe Hon. DL. Campbell, Premier, and that the 
Cobinet Committee considered and fully Supported the 
Submissions made, 

I might say, Mr. Chairman, that one reason 
for putting in that introductory statement is to 
emphasize perhaps again that Manitoba's submissions 
were given full and serious consideration by the 
Manitoba Government and by the Cabinet in particular. 


THE CHAIRMAN: We have to presume that. 
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MR. SHEPARD: Yes, sir. Manitoba's sub- 
missions, namely the Brief of Points, the Premier's 
Submission at the regional hearing in Winnipeg on 
June 1, 1949, and the evidence Of Mr. Moffat at the 
Ottawa hearings, have, of necessity, with a few exceptions, 
been of a general character. We Say of necessity because 
it was not possible with 4 Staff which did not have 
available to it the necessary information and techni- 
cal assistance as to railway operations to give to 
this Commission the benefit of submissions sufficiently 
detailed to constitute a more or less complete Suggested 
solution to some or all of the many problems which 
this Commission is required to consider under its 
terms of reference. Our failure to make more detailed 
recommendations points up, in our view, the vital 
necessity of protecting the public interest in the 


matter of railway rate 


(Page 21370 follows) 
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regulation, by adequate legislation and by an inquiring 
attitude of mind on the part of the members of the Board 
of Transport Commissioners, including the taking of 
initiative by that Board, providing for adequate tests 

to be applied to any and all railway submissions, whether 
these be in the field of rate-making, accounting or 
engineering, 

Manitoba's submissions have dealt in the main 
with matters of principle and it is in Support of these 
principles that this argument is made. 

The first two chapters of Manitoba's submission 
in Ottawa deal with matters relating to the general 
attitude and philosophy which should be adopted in 
approaching the broad problem of transportation in 
Canada, and the remaining nine chapters outline 
Manitoba's views as to how the main issues in Canadian 
railway rate regulation should be determined under an 
administrative board. 

It is recognized that some of the views 
expressed in Chapters I and II have been critically 
examined as will be discussed later. At the moment we 
refer to them only in order to state and to emphasize that 
they are essentially matters of opinion on which there 
is bound to be room for honest differences, although 
we will submit that the alternatives to the views 
expressed by Manitoba, because of the rigidity flowing 
from such alternatives, would not be acceptable to 
the people of Canada. Whatever may be the recommendations 
of this Commission relating to control of matters of 
policy by the Government as put forward in Chapters I 
and II of Manitoba's submission, the balance of our 
Submissions are not dependent upon the adoption of the 


policy we have advocated. 
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It is proposed in developing this argument, 
first to adopt the sequence suggested by Mr, Covert 
in his memorandum of December 16, 1949, and secondly 
to deal with matters not Specifically mentioned in Mr. 
Covert's memorandun. In accordance with the expressed 
wishes of the Commission, we will refrain from repeating 
in argument the details of our submission, but we will 
include page references thereto as found in the transcript 
and in the printed copy of the Manitoba Submissions, 

I hope, Mr, Chairman, that it might be acceptable 
if I do not read out or give out verbally all the refer- 
ences in this argument, The reporter has a copy and 
as long as he follows it perhaps it would save time and 
be a more coherent presentation if J. dia nor give page 
references every paragraph or go, 

THE CHAIRMAN: When you come to your proposed 
amendments, I understand you set them all out here? 

MR. SHEPARD: a oo he 

THE CHAIRMAN: Then we will have to go carefully 
aw ive a rh 8h 

MR. SHEPARD; Yos, “Si? ; That is Something that 
perhaps we can discuss now, There are two ways of 
approaching the proposed amendments, One would be to 
deal with them as Such at the beginning of my argument, 

I would prefer, if it is all right with the Commission, 
to deal with them when I come to the subject to which 
they are related, 

THE CHAIRMAN: Yes, I think that is the best 
way. 

MR. SHEPARD: All Pignt, sir: 

THE CHAIRMAN: And you have set them cut in 
your written argument? 


MR. SHEPARD: Well, I have set them out together, 
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Sir, near the beginning of the argument, and then I have 
referred back to them various subjects to which they are 


related, 


THE CHAIRMAN: That would be the best way to deal 


with it. 

MR. SHEPARD: Xess, six, 

Mr, Covert's memorandum first refers to 
the general character of the terms of reference found 
in P.C. 6033 and then proceeds to suggest topics rxui 
requiring comments under the more specific terms of 
reference which are found later in the Orderin Council, 

Before dealing with Section 2, F.C. 6033, each 
Province is requested to state definitely the economic, 
Beographic and other disadvantages (in precise form) 
under which it claims to be adversely affected by trans- 
portation GIPTIewItLes. 


ECONOMIC, GEOGRAPHIC AND OTHER DISADVANTAGES 
nee ey VL CADVANTAGES 
At the opening of the regionalhearings of this 
Commission in Winnipeg on the lst of June, 1949, a 
Submission was made by the Hon, Douglas L, Campbell, 
Premier of Manitoba, which is 1OUnd) In Vor, 2: commencing 
at p.45, and in the printed copy of Manitoba's submis- 
Sions commencing at p.19, Fremier Campbell dealt with 
the more important of the economic and Seographic dis- 
advantages in Manitoba under the following headings: 
Transportation in the Canadian ? 
economy: Vol. 2, p.48; 
printed copy, p.20. 
Transportation “n the Prairie p 
economy: Voda p.52; 
printed copy, p.21 
Markets for agricultural 


products: VOL. 2S Oa. Shs 
printed copy, p.25 
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Supplies which must be brought in: Vole 4 7.59% 
printed copy,p.25 


Fluctuating income ana rigid costs: Vol. 2, p.60; 
printed copy,p.25 


Canadian trade policy: VOM ED .65 5 
printed copy,p.28, 


Tt cis’ not proposed to review the substance of 
the submissions given in the references just quoted, 

It is our view that these references show in sufficient 
detail that there can be no doubt that Manitoba is in 4 
location which constitutes a geographic disadvantage from 
a transportation point of view, since its location 
results in its people feeling the incidence of long haul 
transportation charges on incoming and outgoing traffic, 
Furthermore, the economy of Manitoba is such that the 
bulk of its primary products must be exported from the 
area of production, and the bulk of its consumer products 
must be imported from the areas of manufacturing, a 

long distance from the area of consumption, 

Manitoba must accept these geographic and 
economic disadvantages, but it is not prepared to accept 
a rate structure which is discriminatory in a manner 
that accentuates the burden already cast upon it by long 
haul transportation charges. 

Another point in regard to geographic and 
economic disadvantages so far as Manitoba is concerned 
is that the rate structure should not discriminate against 
any area, nor should it discriminate in favour of any 
area, In other words, freight rates as such should 
not be used as a medium for the artificial development 
of industrial or other economic areas, 

There is one other aspect of the matter of 
economic and geographic disadvantages which should perhaps 
be mentioned, In Manitoba the primary products of 


agriculture constitute heavy railway tonnage relative to 
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the value of the product shipped and therefore the 
transportation element is a4 higher percentage of the total 
cost of production than it would be with commodities of 
higher value ana less bulk, irrespective of the rates 
charged in any given area, 

Our concern on this matter before this Commission 
is that the already heavy burden of transportation charges 
cast upon Manitoba Should not be unfairly increased and 
that the rate Structure together with the Supervision 
thereof by the Board of Transport Commissioners should 
be such as to €nsure fair and proper treatment to the 
people of Manitoba, If effect is given to our sub- 
missions on several matters including equalization, 
Manitoba does not ask that railway freight rates should 
be used in an attempt to compensate for its economic 
and geographic disadvantages, We do however insist that 
railway freight rates Should not themselves make our 
economic and geographic disadvantages more Serious, 

ANOMALIES IN EXISTING TARIFFS OF 
TOLLS AND RATES 

P, C, 6033 refers in its opening paragraph to 
"certain enomalies which are said to be found in 
existing tariffs of tolls ana rates", This is the 
second matter on which Mr. Covert has requested 
Provincial Counsel to comment, Since we intend to deal 
with anomalies in more detail, we propose at this point 
Simply to enumerate them, 

Chapter 9 of Manitoba's submission is entitled: 
"Characteristics of the Over-All Rate Structure" (Vol, 45, 
Pp. 8720: printed Submission p.113), It makes certain 
Suggestions which will be referred to later as to 
the type of rate Structure which would be most Suitable 


in Canada, In particular it advocates that rates for 
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the same traffic over the same distances Should be equal 
in all parts of Canada unless there are compelling 
reasons for departing from equality, It sets our 
criteria for departure from equality, recommends 
periodic review by the Board of Transport Commissioners 
of rate concessions, recommends a uniform class rate 
Structure, and refers to trans-continental rates, agreed 
charges, and mixing privileges, Each of these matters 
will be the Subject of separate comment during considera- 
tion of the more detailed subjects referred to in Mr, 
Covert's memorandum. Each is mentioned here only 
because in Manitoba's view, each constitutes an anomaly 
in the existing tariffs of tolls and rates, 

Chapter 10 (Vol. 46, p. 8764; printed submission 
PY 225) of the’ same Submission is entitled "Regional 
Considerations" ana deals generally with the difference 
in rate levels East and West in the past and at present, 
and expresses concern that East - West differentials may be 
aggravated in the future unless machinery is provided 
to prevent such an eventuality. It is also pointed 
out that even with equal rate levels East and West, 
operating costs are lower in the West, which produces 
greater regional profitability in the West than in the 
East, 

These are matters which will be the Subject 
of further comment and are mentioned here as con- 
stituting anomalies in the existing tariffs of tolls 


and rates, 
NATIONAL TRANSPORTATION POLICY 
UE LOY 


‘Paragraph 2 of Mr. Covert'!s memorandum reads: 
"Counsel should recommend what measures 


Should be initiated in order that the national 
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transportation policy may best serve the 

economic well-being of all Canada, This might 

properly include Counselts proposal as to what 

Should constitute Canada's national transportation 

policy." 

As pointed out in Manitoba's evidence (Vol. 43 
p. 8372: printed submission p. 44-45), Manitoba's sub- 
missions have dealt with the problems of railway trans- 
portation with particular emphasis on the problems that 
have been brought into Sharp focus as a result of the 
recent rate cases before the Board of Transport Commis. 
sioners., 

Manitoba recognizes that one of the main duties 
cast upon this Commission by its terms of reference is 
to make recommendations as to what should constitute 
Canada's national transportation policy: it is assumed 
that such a policy, of necessity, would embrace all 
forms of transportation, by rail, road, water and air. 

It is also recognized that it is a task of 
extreme complexity to correlate the various forms of 
transportation in such a manner that each form is pro- 
perly regulated to operate in its most economic sphere, 

The task is made more difficult by at least 
four factors: 

Firstly, the fact that railway rates are Subject 

to regulation only to the extent that the Board 

of Transport Commissioners has jurisdiction 

to fix class and commodity rates whichare a 

ceiling, but their jurisdiction with respect to 

competitive rates is such that the railways are 
free to fix such rates at any level they choose 
below the ceiling of the class rates: always on 


the theoretical assumption, of course, that the 
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competitive rate fixed in any instance satisfies 

the tests as to its compensatory nature, 

Secondly, regulation of trucking rates does not 

exist in some Provinces, while in those Provinces 

which do regulate trucks it pertains only to a 

relatively small percentage of trucks, i.e., 

the for-hire vehicles: and furthermore there is 

no effective interprovincial trucking rate 

regulation, 

Thirdly, the rate regulation pertaining to inland 

steamships is limited to package freight and grain, 

the latter being fixed by the Board of Grain 

Commissioners; this leaves approximately 60% of 

inland water freight being carried at unregulated 

bulk rates, (See evidence of Hazen Hansard, K.C., 

Vol. 70, p. 14314), 

Fourthly, the rate regulation of air transportation 

is at present under the jurisdiction of the Air 

Transport Board, an administrative Board entirely 

separate from the Board of Transport Commissioners, 

It is suggested that any intelligent considera- 
tion of the national transportation problem must give 
due recognition to the Substantial changes that have 
resulted in the position of the railways in our economy 
from the development of highways, the internal combustion 
engine, aircraft, and pipelines, It is submitted that 
regulation of the competitors of the railways will not 
restore them to their pre-1920 position when they enjoyed 
a virtual monopoly in the transportation field. (See 
Fairweather evidence (Vol. 10, pw» 2018%), 
Having mentioned the underlying problems 

affecting transportation, it is proposed to discuss the 


feasibility of formulating a national transportation 
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policy to overcome them, 


The word "policy" used in reference to national 


transportation is Susceptible of at least two meanings, 
Firstly, the term national transportation policy 
might imply the adoption of a plan of control 
by one central authority of all forms of trans- 
portation by rail, road, water and air, with a 
view to integrating these various forms to best 
serve the further development of a well rounded 
Canadian economy, If such is the proper impli- 
cation of the meaning of the term, Manitoba submits 
that such a policy is neither necessary nor desir- 
able in Canada at the present time. 
Secondly, if by national transportation policy 
is meant an assessment of existing transportation 
agencies with a view to determining whether on a4 
competitive basis, one with the others, they 
are functioning in an economic manner, Manitoba 
Submits that if effect be given to its submissions 
&48 to how the railway problem may be alleviated, 
the present treatment of transportation problems 
by the governments, both Dominign and Provincial); 
is adequate and is preferable to a centralization 
of control of allforms of transportation. 
If at some time in the future it should be 
Suggested that an integrated policy of control and 
regulation of all forms of transportation be formulated, 
there are certain obvious problems which would be diffi- 
cult to overcome. One such problem is constitutional, 
namely the divided jurisdiction between the Dominion 
and the several Provinces, This matter is of par- 
ticular importance with reference to trucking which 


will be commentea upon in later argument. Another 
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problem is the practical difficulty of enforcing any 
policy which might require the public of Canada to use 
different forms of transportation for different types of 
shipments or hauls. The regimentation of the shipping 
public to fit in with such a policy would, in Manitoba's 
view, be contrary to the established principles of free 
enterprise in the commerce of a democratic nation, 

Obviously no national transportation policy of 
the kind that woula regulate the use to which land, water 
and air transportation might be put by the public of 
Canada could ever be formulated unless all forms of 
transportation should be controlled by the Dominim 
Parliament and that control micht even require national- 
ization, Manitoba would oppose any such suggestion and 
does not consider that circumstances exist today, or are 
likely to arise, to justify such drastic action, 

Then the next subject, Mr, Chairman and Members 
of the Commission, is dealt with by quoting the amendments 
to the Railway Act as Suggested should be done by Mr, 
Covert's memorandum, and I would suggest that I move on 
to the following Subject, which is that of rates, which 
is on page 18 of my memorandum of argument. I would 
Suggest that the statute amendments might be included in 
the record at this point for future reference, 

THE CHAIRMAN: Well, you will refer back to them? 

MR, SHEPARD: 203, SIP, Twit. 
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SUGGESTED AMENDMENTS TO THR RAILWAY act 
SE RAL LWAY ACT 


Paragraph 3 of Mr. Covert's memorandum requests 


Counsel to submit the text of emendments to the Railway 


Act which, it is believed, should be recommended as 


Suidance to the Board in Such matters ag general freight 
rate revisions. The amendments Suggested by Manitoba 
eppear on the record in Vol. 108, starting at p.19,999. 
It is suggested that it is appropriate to include them 
at this point in argument so that they will be available 
for reference as required, 


The amendments are as follows: 


Section 33, 


Amend Section 33) by. adding thereto the following 
Sub-sections: 

(6) Notwithstanding the provisions of Sub-section (2) 
of Section 9 of this Act the Board is an 
administrative tribunal snd its orders, 
decisions, rules sand regulations shall be 
construed accordingly. The Board Shall not be 
bound in any way by its previous decisions, 
procedure or practice, 

(note: The purpose of this amendment is to 
make it clear, that the doctrine of store 
decisis does not apply to the Board), 

(7) Upon any hearing the Bogrd may hear any evidence 
which in its opinion is relevant to the matter 
end shall not be bound by the legal or technical 
rules of evidence nor Shall it be restricted to 
making a decision based only upon the evidence 
taken st the hearing, 

(Note: The purpose of this amendment is to 
make it clear that the Board is not restricted 
to court rules of evidence and that it should 


gather evidence by its own indepent investigation), 
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Section 36, 


Amend Section 36 by edding thereto the following 
Sub-section: 

(2) tae i be the duty of the Board to act on its 
own motion in respect to matters under its 
Jurisdiction when in the opinion of the Board 
Such ection is in the public interest and particu- 
larly in respect to the matter of Just and 
reasonable rates, 

(Note: The Purpose of this amendment is to 
require the Board to act on its own motion, 
particularly in reviewing the Just end reasonable 


character of rates.) 


Section 38, 
aoe MET: 30 


Amend Section 38 by adding thereto the following 
sub-section: 

(2) The Governor-in-Council may also give general 
directions to the Board in respect to the policy 
to be followed by the Board in the exercise of 
its jurisdiction under this Act, 

(Note: This amenament permits the Government to 
give directions to the Board.) 

Section 52, 

Repeal Sub-section (1) of Section 52 and substitute 
therefor the following: 

(1) The Governor-in-Council may at any time, in his 
discretion, either upon petition of any party, 
person or compseny interested, or of his own 
motion, and without any petition or application, 
review, rescind, change, slter or vary any order, 
decision, rule or regulation of the Board, whether 
Such order or decision is made inter partes or 


otherwise and whether such reguiation is general 
or limited in its scope 


¥ be a, . 
d im - ot Fm § HB A 
f es ont a 

i Ne ee gee har Pr entsines Se ¥ 

v , . 
a uae 

' . % PA : gees: ips coe EP £ i 
= Ay ees te ei | sat ws et de ea 


i 
| 
ih aie ote i 
’ 7 pr ' 
h f . a at - ae 7: i ia s cyst ee were 4 u ', 
F ~Y 
AS = * 
. . a ee 7 
woe Fe ta a ? at peg Hie 4 : 
Tae Ale Some Jae? ON si nos LST CG EF aR ] 
iT Ae oe . ‘+ - : 
i 
" 2 = * - 2 a. ape “a f 
Ne” SRA Coa ae aie ior kl 
if 
| 
P « 
a £02 sha e ¥ a a j 
1 a t i i 3 ? y Ey ee “si , ats 
* i 7 
i 
, ” “ Our he ait) 
4. ‘ - - a ee ee | ra” BGs 
(4 vat wars Pl Nis ! “ 7 = Do i hs ‘ te: i - 
; ~ - 7 as ‘ 
La ye 4 be =e 
vv Pe : 
i. be Reo 
a Saver ee dae Ye Ger 
i ’ 
7 o ‘ - : 4 z oe be 
hae eS PARA LE: uy C5; phe ie r & ro ee ts Peg Ob i >f 
: Ps 
shred Sie ne Bo ode tail 
oe inate WO Ne abate eh? Oro 5 
ba - 
ae 4" ” 
esli peat ; ous te a ee! 2 $33 + A ‘4 Pees ye =Le weti ee tS) ue ia a mee 
mb =" ‘ ; 7 ; 
4 adi 


RT SG yea a the oe (eh eecuss, “elaine. Ba ¢RS ajetyt tb 
ah 2 wet 

xt Legere! Seragtiae me ro gacly han 

» “ ae luk Be hy ” - =! , : ; 4 

fad? ““ttes SuQceia Bag notlstaet i aw 


SS eS, Ree yweeven 
; =) ae ve af : 


“ree ROGER eh 


o wet ioe oredr; Pe «o ? Bai hdchash i 


= Pisce & Mr , Shepard 


and application, and remit any matter to the 
Board with directions pespecting the disposition 


thereof; and any order which the Governor-in- 
Council may make with respect thereto shall be 
binding upon the Board and upon all parties, 
(Note: This amendment broadens the powers of the 


Governor-in-Council,) 


Section be as 


Amend the Roiway Act by adding thereto the 


following section: 


325A(1) Notwithstanding the requirements of this Act 


(2) 


(3) 


with respect to filing tariffs of tolls the Board 
Shall, without the necessity of prior filing of 
tariffs, have full Jurisdiction to inquire into, 
hear and determine an application by or on behalf 
of any party interested for an increase or de- 
crease of tolls by reason of changing conditions 
or costs of transportation. 

Note: This amendement together with 325A(2) 
regularizes the procedure now followed Dy” the 
Board in general rate cases. The Railway Act in 
its present form requires firstly the PItine Or 
teriffs by the Railways sand secondly, if objection 
is taken thereto, an application must be made for 
suspension, ) 

Any order made under this Section may authorize 

the filing of tariffs as required by this Act 
Giving effect to the increase or decrease ordered. 
(Note: See 325a(1) above.) 

The Bosrd in determining any epplication under this 


Section shall have due regard to - 


ie 30 I Tad ds i «ik 7 
SOS te tte ee eS nae oe en e 2 ae meres a 


— ated SG woke att 8 sas ne 


bk heey 
hn ae te ae sien eile Spee ee nents erty + bts ss — py XN 


4 - ov ‘ yo 
=i enh HBR 


Phe 


ing Aas 


thst. ASLIISE 
? rate faeenll pats : 
y. ' 
ta te Mot iepibis ae ots: me tes ease? : . - 
: . a 
La Pear FY 
(H tiges PERS 
a a? | a 
7 | 
y Pr i i aa = i + pee. Ke Sea eh ai one tS Fok, 46 “4 ky oe a ee ; aie es 
ees mS gts bine EU ts poe ee tebe ce bi ead sre? dt eS corict hte & % i fini 
} . * . 7 3 
* in - f of i a sshte Laie 
< r) ‘s ‘ t ° ee FF wets 4 . 
Ke aw a4 : ‘ vg aN SE Ke Pees on ritestelie Mek bee : 
al ad a 
=o ~ ve oe ee Pe ez oN. Ca ‘ . doa 
; i Stig BF fhe ; 5 th ey yeh? sree he i ; ; 
; 4 } rs ; q*% : “¢ 
: % 
= 7 
; £ * fo 2 . 7 
= ‘ = Se cere oe ree ; ; a . ¢ 
Y) Weak aha te oo fae be E 3 ethane ’ 


(b) 


(c) 


(a) 


(4) 


—9P L354 - Mr . Shepard 


The establishment end the maintenance of equality 
of tolls between verious localities in Canada; 

All charges and expenses of the compeny, in- 
cluding maintenance charges; 

Whether or not the railway is operated efficiently 
and with due regard to eny savings which have been, 
or should have been effected, including savings 
under the Canadian National - Canadian Pacific Act; 
The costof operating eny perticular Service and 
without restricting the generality of this para- 
Sraph the cost of passenger service; 

The level of rates set to meet competition and 
whether or not such rates ere compensatory. 

(Note: This amendment requires the Board in 
dealing with general rate cases to consider the 
following matters: equality, expenses of the 
railways, savings through cooperation, cost 
enalysis and competitive rates.) 

In determining an application under this section 
it shall be the duty of the Board to make inde- 
pendent studies and investigations in respect to 
the financial and other effairs of the company for 
the purpose of safeguarding the interests of the 
public generally or any portion thereof, 

(Note: This amendment requires the Board to 


make independent studies.) 


Section 325B, 


Amend the Railway Act by sdding thereto the 


following sections: 


325B(1) Notwithstanding enything contoined in thisAct 


it shall be the duty of the Board to maintain 3 
constant supervision over tariffs of tolls with 3 


view to insuring thet all rates are compensatory 
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end that no deviation from the principle of 
equality is permitted unless the railways meet 
the onus of justifying such deviation. 

(Note: This émendment requires the Board to 
insure constantly that rates ore compensatory 
and that there is no departure from equality 
unless justified by the railways). 


The Board may require the railways or any one or 
more of them to establish and maintain such revenue 
and expense accounts as it may prescribe for the 
purpose of determining whether or not the rates or 
any one or more of them ere compensatory, 

(Note: ‘This amendment permits the Board to require 
the railways to make revenue and expense enalyses). 
The Board shall disallow as unjust end unreasonable 
any rate which is not compensatory. 

(Note: This omendment requires the Board to 
disallow non-compensatory rates), 

No rate shall be considered compensatory which does 
not return to the reilway the out-of-pocket costs 
together with some reasonable emount in excess thereof, 


(Note: This amendment defines compensatory rates), 


Section 3250. 


following 


3250 (1) 


Amend the Railway Act by adding thereto the 
section: 

In the case of 3 company with assets other than 
these used or useful in operating its railway 
including inland and connecting coastal steamship 
lines, it shall be the duty of the Board, for rate 
making purposes, to require the segregation of those 
assets and income therefrom from the other assets 


and income of the company. 
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(2) The Board shall have full jurisdiction to 
determine the proper Segregation, 

(Note: Section 325 © provides the machinery for 
Segregation of assets and income between roil 


and non-rail,) 


Section 328, 

Repeal Section 328 of the Act end substitute 
therefor the following: 

328 - The tariffs of tolls which the company shall be 
authorized to issue under this Act for the 
carriage of goods between points on the rsiway 
Shall be divided into two classes - 

(2) the standard freight tariff; and 
(b) speciel freight tariffs, 


pection 320, 


Repeal Subsection (4) of Section 329, 


section 332, 
Repeal Section 332 of the Act. 
(Note: The emendments suggested to Section 
328, 329 and 332 are necessary to give effect 
to Manitoba's submission that freight tariffs 


be reduced from three to two classes,) 


Section 438a, 

Amend the Reilway Act by edding thereto the 
following section: 
438A(1) The Board shall, as soon as is practiceble after 

the coming into force of this section, prescribe: 

(9) A uniform system of accounts applicable to all 
railway companies or such railways as it deems 
proper, end the manner in which such accounts shail 


be kept, and shall fix e period of time within 
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which the compsnies Shell put into effect such 
uniform system of accounts; 

(b) For all railway companies the classes of property 
for which depreciation cherges may properly be 
included under Operating expenses, and the rate 
or rates of depreciation which shall be cherged 


with respect to each of such classes of property. 


(2) Nothing in this Section shall require any railway 
company for corporate purposes to keep its eccounts 
on the prescribed uniform system or charge pre- 


Scribed depreciation rates, 


(3) The Board or eny duly euthorized officer or agent 
Shall at all times have authority to inspect and 
take copies of all accounts, books, records, 
memoranda or other documents of any railway company. 
(Note: Section 438A embodies Manitoba's submissions 


with reference to uniform accounting sand depreciation, ) 


Agreed Charges 


Repeal Part V of the Transport Act, 1938, C.53 
S.C. 1938, 
(Note: This amendment gives effect to Manitoba'ts 


Submission that egreed charges should be abolished, ) 
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In Paragraph 3 of Mr, Covert's memorandum we 
were requested to include in argument recommendations 
as to twenty-three matters pertaining to rates, ind 
including any amendments to the Railway Act, which in our 
view are necessary to give effect to Our recommendations, 
We have already submitted the amendments we consider 
necessary, 

Before dealing with these Specific items, it is 
desired to comment briefly on one point of a more general 
character, 

The Canadian Pacific Railway and the Canadian 
Manufacturers Association as well as certain other 
organizations, seem to fear that certain proposals 
made before this Commission, if given effect to, woulda 
result in the Board of Transport Commissioners exercising 
the functions of management, particularly -n the matter 
of control of rates, (C.P.R. Brief Part iT prized), 

Manitoba wishes to make it quite clear that 
what we desire in connection with rates ig Something between 
the present wide-open authority of the Railways to 
Operate under the ceiling fixed by the Board, and the 
fixing of all rates as is done in the case of an 
ordinary public utility. Our position is that we think 
that the railways have had far too much power to adjust 
rates without reference to the regulatory tribunal in 
the past and that the exercise of this power has in the 
past created inequity. 

No one Suggests that the Government is 
controlling a streetcar line or the Bell Telephone 
Company or a4 Power company with respect to its manage- 


ment functions when the Government, whether Federal 


J hota one's sree 


ns? [eetes ot seietindseqd eevee? cotdinydaeeg? oF as 
4s 


a a) 4ctse 20) geehte® ait ebobapebases ged eatdetodt 


- ad Mex 4 . " , - . 
: 
» A » 
Py ey, PrIYSCGRO OSes “AG +25 $504 1S ee SM 0% PIRBeenee Sis WMecyv 
4 A _ 
Tah! anc ‘ie & SE + Store A ee Fae 4 Lie rpeaot a oY ari ow ty 
+ VFECSVSGA. 
' 
; 
4 & ~ - ‘ 7 
c P a sty Oh 3 * ae yr shied > GeV iss 
, : 
: : setae 4. 4 bea af 
y Preeti Cat it Jane’ ae fi) Vopr CemOD C2 OPiS ak | 
: al y * “* ». = . : ede «  * 
: ,sotopites - 
‘ 7 
‘ . 
a2 ; AS eRe 2» b: ; RY J 3 S $ So ~ - Vi = 
. 
, * * . ae ") evere ¢ 
jotno wiedges ee [kuw.es cbttaieaees etorioaiaien q 


af ismiedti4t ciogsluget soe oF sRaengzet sapmate Becem 


. a 
“ 
r 

io 
~~ 
- 
~ 
‘ 

@ 


sit mi gad “eysn oft Yo. pabotexs- ome er? Gee weed Shy 


.y?iupent Bofesta aeeqg - | 


on i Stfeestaevoh sad and eae ya te pO a 


wreticlsT Lied ed} am satl 4popvaeige a 


~ uated £42 65 J.eqdaet fide gaedaes 


Meh taiisav , inant even sAt-¢ 
: Um | , ‘ 
sg 


f] f 


- 21388 - Mr, Shepard 


or Provincial, fixes the rates for these utilities, 

It is our intention to deal now briefly with 
each of the twenty-three matters pertaining to rates 
and to indicate whether our views require legislative 
action or whether we would be satisfied with a recom- 
mendation from your Commission to the effect, that: the 
Statute should remain unchanged but the policies and 
practices of the Boar@d of Transport Commissioners 


Should be altered in accordance with our submission, 
A, Competitive Rates 
ee ECOS 


This Subject has been referred to in Chapter 9 
Of Manitoba's Submission in Ottawa, beginning with the 
heading "Criteria for Departure from Equality" (Vol. 45, 
p. 8719: printed Submission, p. 115), 

Manitoba approached the cross-examination of 
Mr. Jefferson with certain broad concepts in mind. We 
felt that as the Chief Traffic Officer of the Canadian 
Pacific Railway he was, or should be, in a position to 
assist the Commission, by giving to it the benefit of 
any Suggestions that he might have for improvements in 
the rate structure and for the solution of the vital 
problem created by competition. 

We endeavoured to obtain factual information 
as to the compensatory nature of the following seven 
major classes of traffic: 

Competitive Rates 

Trans-Continentel Rates 

Agreed Charges 

International and Related Rates 

Commodity Rates 

Standard Rates 

L.C.L. Rates 
but Mr. Jefferson was unable to provide this information, 


It does seem to us that no proper appreciation of the 


problem of the railways in securing additional or 


Laci owaiaoett oe ses ¥ 


aise ty Ripa Sou oy, AY Lin ainsi rasa a ait | P 
Pty : 

wildy pbsenie eo? Aya ait 
“pet? stb 4 ROR tow 


oS 


7 
‘ on ® Ae pe es SNe Ba We rte ey ou eS, > atte ee 4 oe Oe eT a ie « 
; bons? bat * el €- Vy Bi Ol eer eteh 7 Tae “ERA Bag ate +) 
“oN Bl haem aban: ¢ Ca es eg vs ea Se —- See + . : q 
© 322) db? og Shi AT 4 ea . igs wid Lo eeotrodte - a) 
‘a 

Bateatie iy kk See | ip "9 Lik ot hehe 7 

a a > 


if - wee 
ee 4s rs ee as be ktetaee ed: E te : weet oe 
i ‘ied He ie cae iz ae tne 3s ae oo ibs id edt ty { ay 4 2 Est i- 3 = 
: : shu + shin ht of aoe ee ee ia, oe Pee oe ee 
PPh ie Etec TH ee es ae Be ees Pith tg. ae ado? re gh 3S ue 
t ; * adh it ai 
ey ae male : ie ; ae mae , . ; Woe 
? ot wey * Brie epee. A Vizag net a lgesiy, yrtbaest . 
bi _~ : , 
. ’ 
F x - 4 a 
: » 6 . c et —e a *  /) « 
(4Li 4. 3) aie fe Oe tS Vs 


‘ Lf a. aN ihe 
hai eako “aottn - 


dainht» ii HEE Tey T.! cata 


Dien. wah epee Oh “Dae: Ont is 
4 daeit-s te “peahiigesy: -_ oxaait 


A 


_ 


- 21389 - Mr, Shepara 


adequate revenue can occur unless and until the railways 
have analysed the amount of rail revenue derived from 
the several classes of traffic and have prepared reason- 
ably accurate estimates of the total cost of each class 
of traffic and of the net revenue from each class, It 
is our submission that if such a revenue and cost 
analysis were made it would reveal that some classes of 
traffic and some regions of Canada are not producing their 
proper share of the necessary over-all revenues, Such 
an analysis would in our view enable certain conclusions 
to be reached as to the general problem confronting 
Canadian railways today, We will have more to Say on 
this matter under the general heading of Uniform 
Accounting, but in this discussion of competitive 

rates we would like to Say that we feel that such an 
analysis would reveal that the railways are today losing 


money on certain competitive rates, 


THE CHAIRMAN: [Is that not a matter which at 
the present time is quite within the jurisdiction of the 
Board? 

MR. SHEPARD: To make & revenue and cost analysis, 
Sir? We are Suggesting -- 

“HE CHAIRMAN: [I mean, might they not very well do 
that in this revision? 

MR. SHEPARD: Well, I see no reason why they 
Should not, Sir, but in the past they have not. We have 
Suggested 4 statute amendment which I can refer to your 
lordship now. 

THE CHAIRMAN: This may be the time, Your amend- 
ments begin on what page? 


MR. SHEPARD: Page 12, sir, The amendment that 
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has reference. to the portion I have just been discussing, 
Sir, is found on page 15, and it is Suggested section 325B, 
subsection ray It reads: 

"The Board may require the railways or any 

One or more of them to establish and maintain such 
revenue and expense accounts as it may prescribe 
for the purpose of determining whether or not 

the rates or any one or more of them are com- 
pensatory," 

THE CHAIRMAN: You have a note there, 

MR. SHEPARD: Yes, sir, The note simply points 
out that the amendment would permit the Board to require 
the railways to make revenue and expense analyses, 

MR. EVANS: Permit or require? 

MR. SHEPARD: The Board would be in a position to 
require the railways to make them, 

I might mention, Mr, Chairman, that there has been 
&@ waybill study which was undertaken, I think, under the 
jurisdiction of the Board or under the guidance or for the 
benefit of the Board -- my friends of the railways can 
correct me if I am wrong in that. Some of the results, 
as I understand it, of this waybill study are available, 
My government requested access to the results and it was 
denied to them, and it did seem to us that a waybill study 
is the beginning of a traffic analysis as to what type 
of traffic moves where and how and in what volume, and 
this waybill analysis, I think I am correct in Saying, 
is the first one that has been made in Canada, and it was 
Started a year or go ago* and it is not yet complete, 

That is my understanding of it. But that is one illus- 
tration of something that we think the Board should have 
done long ago, Actually at the start of the first rate 


case, the 30% case, the provinces asked for a waybill study, 
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and we would like to think that the reagoyn that it is 
being done now may be partly attributable to our request 
at that time, 

COMMISSIONER INNIS: This rather assumes, or 
do you intend the impression shall be made, that the Board 
can, so to speak, go in and out of the business of requiring 
railway statistics? Is it your intention that the Board 
Should require the railways once and for all to set up 
Such revenue ang expense accounts and continue them? 

MR. SHEPARD: That would be our intention, yes, 
Sin. 

I would like also to make reference at this point 
to Volume 110 of the transcript, page 20166, the evidence 
of Mr. Fairweather, He made this statement: 

"Out-of-pocket costs are not in themselves 

& determinant," 
In other words, out-of-pocket costs are not the yardstick 
for fixing rates, That is his premise in this Statement: 

"Out-of-pocket costs are not in themselves 

a determinant. They are, as I see it, a very 
useful tool to aia management in reaching a 
decision, They know what they are doing, they 
do the thing with their eyes open and they know 
what is involved, ana they balance the benefits 
against the disabilities and make their decisions 
on that basis," 

THE CHAIRMAN: In the long run that means that 
they do ascertain the out-of-pocket costs in each case, 

MR. SHEPARD: Well, the only evidence we have 
on the record -- 

THE CHAIRMAN: I do not see what else it can 
mean, 


MR. SHEPARD: The only evidence we have on the 
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record before this Commission, in Manitoba's view -- 

THE CHAIRMAN: I am talking of this particular 
quotation, 

MR. SHEPSRD; As to this particular quotation 
from Mp, Fairweather, I think that the C.N.R., according 
to his evidence, do do a cost analysis now, but the C.P.R. 
have never done it. 

MR. EVANS: Ferhaps, Mr, Shepard, that is not quite 
80, 

THE CHAIRMAN: The C.P.R. must do it to some 
extent, since they have given us a rule based on -- 

MR. EVANS: Yes, they do. 

MR. SHEPARD: That is correct. It is perhaps too 
broad to say the C.P.R. have never done al oe The 0. Poi, 
tests as to the compensatory nature of a rate, as I will 
Submit later on, are not acceptable to us. 

THE CHAIRMAN: They may not be; they would include 
this, 

MR. EVANS: That again does not tell the story, 
because their tests are one thing and our studies are 
another, and there is evidence of studies as well as + 
tests, 

THE CHAIRMAN: I think it would be as well, Mr, 
Evans, if you just made a note of these things for later 
reference, and did not answer them just now. 

MR. EVANS: Well, I hope if I may make a statement 
that 1s not accurate I will be interrupted, 

THE CHAIRMAN: A contrary view has been expressed, 
You will not suffer by it at all. 

MR. SHEPARD; So long as Mr, Covert clocks the 
interruptions I do not mina them, sir, 

THE CHAIRMAN; So long as you do not exceed 


your time, Your time has been limited, 
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MR. SHEPARD: I know it has, yes, sir, 

Much publicity has been given to the so-called 
favourable level of rates on grain and grain products, 
and certain other commodities, e.g. farm implements 
in Western Canada. But very much less attention has 
been directed to the low construction, operating and 
maintenance costs in the West which have enabled the rail- 
weys to show very good profits in the West, even with 
rates which look low when expressed in terms of revenue 
per ton mile or when compared to rates in other regions 

or for other types of traffic where Operating costs are 
much higher, The result has been a widespread belief 
that Western Canada is being subsidized by low freight 
rates, It is Manitoba's submission that such a belief 
is false and that an examination of the changes in rate 
levels brought about by competition would inevitably 
result in the conclusion that Western Canada has in 

the past and is today subsidizing Central Canada in 

the matter of freight rates, 

The freight payers of Ontario and Quebec have 
the benefit of railway rates depressed by competition 
to a level substantially lower than they would otherwise 
be, In 1948 the railways increased neerly all rates 
by 21%, They further increased competitive rates by 
15% inn September of that year with the result that the 
disparity between the East - West level was Significantly 
reduced, Subsequently, by the 8% interim and 16% judgments, 
the non-competitive rates were increased with no corres- 
ponding increase in competitive rates. Thus the East - 
West disparity in rate level has been once more agegra- 
vated, 

I might add that if the 4% application of the 
railways is granted, this East-West disparity will be 
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further ageravated, 

I would also like to direct the attention of 
the Commission to Exhibit 49/211 which was filed in the 
recent hearing of the 4% application before the Board, 
It is headed, "Estimate of Additional Gross Revenue from 
a 16% Increase in Freight Rates," and it shows that on 
competitive rates --~ I think my friend Mr, Evans referred 
to it as a one per cent gift to his friends of the pro- 
vinces -. they are counting on increasing competitive 
rates 1% and an estimated revenue of $347,572. The 
increase on intra-Canadian rates, which is the bulk of 
the rates that we in the prairies pay, and is the bulk 
of the standard and commodity rates on intra-Canadian 
Lrarric, including the long-haul traffic, is taking a 
16% increase, which will yield to the C.P.R. $20,489,177. 
So on the 16% increase that is the C.P.R's own estimate, 
$347 ,000-odd increase from competitive rates, which is 
a gift to the western and the other provinces, and an 
increase on intra-Canadian rates, yielding $20,489,177. 

The obvious result is that the burden of these 
last increases ana any increases that may be awarded in 
the future will fall with particular weight upon the 
long-haul traffic on which there is, in large measure, 
Stild a monopoly. It is therefore apparent that the 
impact of general rate increases -- 

THE CHAIRMAN; Whan you say "still a monopoly" 
you mean no truck or water competition? 

MR. SHEPARD; That is right, sir, yes, 

It is therefore apparent that the impact of 
general rate increases is felt in far greater degree 
by, for example, the people of the Prairies, than by 
the people of the St, Lawrence valley, We, in 


Manitoba, do not ask Special concessions because of 
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Our Economic or Seographic disadvantages but we do 
insist that it ig grossly unfair to burden us with 
heavy freight Charges where part of such charges are 
made necessary by reductions in rates in another area 
due to competitive factors in that other area, 

COMMISSIONER ANGUS: Woula you take the Sati 
view, Mr, Shepard, if part of the charges were made 
hecessary by the loss of traffic by the railways in the 
other area? 

MR. SHEPARD: We recognize that there has been 
traffic Lost, oF course, sir, and because of lost 
traffic, I take it from your question, what you have 
in mind is that the Same volume of heavy overhead -- 

COMMISSIONER ANGUS: Suppose the railways 
priced themselves out of their market in the other area 
and did not get any revenue, would you think it unfair 
that your rates Should be increased to make good the 
deficiency? 

MR. SHEPARD: There might be an economic limit 
beyond which we could not Pay, but as far as fairness is 
concerned, on the basis of fairness, I think the trans- 
portation system Should stand on its Own feet if possible, 

THE CHAIRMAN: T do not understand what you mean, 
I do not think it answers the question, 

MR. SHEPARD; Well, perhaps I do not understand 
the question, Dr, Angus, 

COMMISSIONER ANGUS: My question is this: You 
Say that if your rates are being increased in part because 
no more revenue can be cbtained from competitive rates and 
they have to remain fixed, that is unfair to you, and I 
am asking, would you also consider it unfair if your rates 


had to be increased because the railways lost their traffic 
to competitors in the other area and did not get any revenue 


there at 9119 
(Page 21405 follows) 
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MR. SHEPARD: I think my answer to that 
would be this, that we would not ask the railways to 
put up competitive rates and invite the losing of the 
traffic, unless they were actually taking in less 
revenue from that traffic than they were spending to 
get it. Does that answer your question, sir? 

COMMISSIONER ANGUS: Not quite. I am 
asking you to distinguish between types of high rate 
that might be charged on traffic in Manitoba. Type 
number one is the one you described as unfair. 

MR. SHEPARD: Yes, sir. 

COMMISSIONER sNGUS: Type number two would 
be the same sort of increase resulting from the 
railway raising their competitive rates and in that 
way losing all or part of the traffic. 

MR. SHEPARD: I think I understand your 
question, sir. In other words if the time should 
come when only long haul traffic was paying all the 
cost of the transportation in this country, would 
Manitoba be content to pay that? 

COMMISSIONER ANGUS: Yes. 

MR. SHEPARD: I don't think they would 
De 

THE CHAIRMAN: What then would you propose? 

MR. SHEPARD: I would think, and it is 
a very broad question - - 

THE CHAIRMAN: It seems rather a live 
question, because you are complaining about the 
existence of these competitive rates. 

MR. SHEPARD: Yes, sir. 

THE CHAIRMAN: That they throw a corres- 


ponding burden upon you. 
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MR. SHEPARD: rea, giv: 

THE CHAIRMAN: Suppose they are all abolished 
and all these rates €0 back to the ceiling where now 
they have competitive rates? 

MR. SHEPARD: Of course we are not asking 
that. 

THE CHAIRMAN: And as a consequence the 
railways lose traffic or the rates are so high that 
they lose traffic. How then could you complain? You 
have asked for that much, haven't you? 

MR. SHEPARD: We would not complain as long 
as the western economy (and I am Speaking for Manitoba) 
is enabled to continue to hive; but if the transporta- 
tion charges as a result of the condition Dr. Angus 
has put to me, Should become so heavy that production 
would dry up in the Manitoba area, 1t would reduce 
the standard of living in the Manitoba area so that 
.: purchasing power would be reduced and there would 
be less volume for the railways to haul in that area. 

THE CHAIRMAN: You think then that these 
competitive rates in the east might be increased to 
Such an extent that they can produce lower rates in 
the west without losing traffic in the east? 

MR. SHEPARD: I cannot presume to say that 
at this time. 

THE CHAIRMAN: Then it is pretty hard to 
See what your solution is. You are opposed to these 
competitive rates as they now function? 

MR. SHEPARD: No, FABsolutely not. We 
are not asking that the railways should not be in a 


position to set competitive rates, providing they meet 
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the test: ~ - 

THE CHAIRMAN: Haven't you the competitive 
rates as they are now and rising higher rates in the 
west? 

MR. SHEPARD: Oh, yes. 

THE CHAIRMAN: Then therefore you object to 
them? 

MR. SHEPARD: No, we would not object. 

THE CHAIRMAN: Then what do you want to have 
done? How do you wish to meet that? 

MR. SHEPARD: We develop later in my argu- 
ment, sir, two or three points as to where we thing 
that the railways are entitled to get additional 
revenue or can make savings which would be equivalent 
to additional revenue » reflected in their net position. 

THE CHAIRMAN: You cannot Say that without 
having recourse to these competitive rates? 

MR. SHEPARD: Yes, sir. 

THE CHAIRMAN: Without having recourse 
to them? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: One way and another you don't 
like these competitive rates? 

MR. SHEPARD: The thing we do not like about 
them (I thought it was a very simple matter) is that 
they do result in a rate increase being applied to 
the long haul area of the country. 

THE CHAIRMAN: That is quite right. Therefore 
you say what? .-'You say, put them up? 

MR. SHEPARD: No, we say put them up if 


they can, but we don't want them to lose money. 
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THE CHAIRMAN: You have some other solution 
fOr. that difficulty which you are going to expound? 

MR. SHEPARD: We have two or three ideas, 
Sir, as to where we think the railways might improve 
their net position. 

COMMISSIONER ANGUS: You might take up one 
more point in connection with my question. You say: 
It is grossly unfair to burden us with heavy freight 
charges where part of such charges are made necessary 
by the reduction of rates in anoth r area due to 
competition, 

MR. SHEPARD: Yes. 

COMMISSIONER ANGUS: TI asked my question and 
I understand your answer to be this, really. That if 
there were loss of traffic in other areas because of 
effective competition, it could not be met without 
rates which were not compensatory and which you say must 
not be charged; but then, although that would cause 
you great hardships, it would not be grossly unfiar? 

MR. SHEPARD: Oh, it would definitely be 
grossly unfair. 

COMMISSIONER ANGUS: It would be grossly 
unfair? 

MR. SHEPARD: Yes, and we Say that Western 


Canada would make a lot of noise about it. 


CONMISSIONER ANGUS: But unfairness on the 
part of whom? 

MR. SHEPARD: Well, it would just be unfair 
to the people in the west. 

COMMISSIONER ANGUS: Yes, but who would be 
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unfair, would it be an impersonal unfairness? 

MR. SHEPARD: It would be the result of 2 
competitive situation that the railways certainly 
are not to blame for, and perhaps the truckers are 
not --to blame Lon stat “the impact of this competitive 
Situation in central Canada would result in an unfair 
burd being placed on the long haul freight payers. 

THE CHAIRMAN: Unfair in respect of whom? 

MR. SHEPARD: It would be heavier than it 
would otherwise be, 

THE CHAIRMAN: Who Should be made responsible 
for it then? You Say you do not blame the railways 
and you would not blame the truckers. How would you 
compensate for it then? 

MR. SHEPARD: As I said a moment ago, I 
think that at that time you would have to have a close 
look at the Western economy. 

THE CHAIRMAN: You have been having a look 
haven't you? 

MR. SHEPARD: We are not at the point we are 
discussing now, sir. It might result in a Subsidy 
being paid. Otherwise western economy might dry up. 

THE CHAIRMAN: And a Subsidy paid to whom? 

MR. SHEPARD: To the railways. 

THE CHAIRMAN: Oh, to the railways? 

MR. SHEPARD: Yes, sir. If you came to the 
point, as I understand Dr. Angus's question, of having 
the entire railway transportation bill of this country 
paid by the long haul traffic, it might be too great 
a burden to place on the people at the extremities 


of the country. 
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COMMISSIONER ANGUS: I quite agree with that, 
Mr. Shepard. I am merely trying to distinguish between 
Something that is 4 hardship, in the way in which great 
floods are a hardship, and Something that is unfair in 
the sense that you feel that you have 4 grievance against 
someone. I am perhaps reading that into these words 
"grossly unfair" when you don't mean it to be there. 

MR. SHEPARD: No, I Just meant that it would 
result in an unfair burden on the people I represent, 
I am not blaming anybody. 

THE CHAIRMAN: Your particular word "unfair" 
is not perhaps Deine need: = 

MR. SHEPARD: I have heard that word So often 
in the last couple of years that I use it by force of 
hapl >, 


-~-RECESS 
~--UPON RESUMING 


MR. SHEPARD: I was at the bottom of page 
21, I think, sir, when we adjourned. 

The myth that the West is receiving special 
concessions in the matter of freight rates should be 
replaced by a recognition of the fact that Central 
Canada is now being subsidized by the freight payers 
in the long-haul areas of Canada. 

Having recognized the vital importance both 
to the railways and the long haul » freight payer 
of the preblem created by the necessity for competitive 
rates, Manitoba makes the following recommendations 
for the implementation of which statute amendments 


have already been suggested. 
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THE CHAIRMAN: Now we go back to your 
amendments. 

MR. SHEPARD: Yes, the first one is that the 
railways should be forbidden.- - 

THE CHAIRMAN: The railways should be for- 
bidden to carry non-comepnsatory traffic. 

MR. SHEPARD: Yeu). eir, 

MR. COVETT: Page ups 

MR. SHEPARD: Page 15, Section 325B (3) 
which reads:- 

"The Board shall disallow as unjust and 

unreasonable any rate that is not compensa- 
tory". 

And the note is that this amendment requires the Board 
to disallow non-compensatory rates. 

I think perhaps I should say thet since 
drafting that Amendment, Manitoba does recognize 
that there might be, particularly in the light of Mr. 
Fairweather's evidence, instances where 4 non-compensa- 
tory rate would be Justified. What I have in mind 
at the moment is, Mr. Fairweather's evidence when 
he referred to rates that were put in, for instance, 
to a mining area, where the railway could see in 
the course of the foreseeable future profitable traffic, 
but in order to develop that traffic they probably 
would not carry the rate in a compensatory manner for 
the first -year or perhaps a little longer, of operation, 

THE CHAIRMAN: If I understand that amendment 
then, you would say that no HOR 2 One aan oy rate 
Should be allowed to become operative ios eheerna 


reasons to be set out by the Board, is that it? 
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MR. SHEPARD: Something of that order, yes. 

THE CHAIRMAN: Over a limited time? 

MR. SHEPARD: Yes, 

COMMISSIONER INNIS: You don't say how you 
determine whether traffic is - compensatory. 

THE CHAIRMAN: In the amendment just 
before that one, that amendment igs destined to provide 
a way of determining whether the rates or any one of 
them are compensatory. 

MR. SHEPARD: Yes, sir, then sub-section (4) 
of the same Section, the bottom one on page 15:- 

"No rate shall be considered compensatory 
which does not return to the railway the out - 
of-pocket costs together with some reasonable 
amount in excess thereof," 

That would be the definition. 

THE CHAIRMAN: Now, you are modifying that in 
view of something Mr. Fairweather said. 

MR. SHEPARD: Yes, we recognize now, as 
perhaps we had not before, that it would hurt the 
economic development of the country or could hurt 
the economic development of the country if that was 
a hard and fast rule, that all rates must be compensa- 
tory. 

THE CHAIRMAN: You would say then in the 
case of developmental lines, for a while non-compens2- 
tory rates might be tolerated? 

MR. SHEPARD: Yes, sir, and then our second 


Suggestion on page 22 is:- 
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"The Board of Transport Commissiones 
Should be required to keep constant checks 
on all special rates, and if Satisfied that 
any Such rates are so low that costs exceed 
revenves .<ses 
(and this again is subject to what I have just said) 
Stes taro be required to order the 
railways either to increase the rates or to 
forego the traffic and eliminate the losses", 
That is set out again in Section 325B that we have been 
looking at, 

THE CHAIRMAN: Is that the same page or 
a different page? 

MR. SHEPARD: Page 15. 

COMMISSIONER INNIS: Do you indicate anywhere 
the test that you would use to determine a compensatory 
rate, or do you accept Mr. Jefferson's tests? 

MR. SHEPARD: No, we don't, very definitely. 
We consider, sir, that there Should be a revenue and 
cost analysis to determine = - 

THE CHAIRMAN: ‘That is what you provide in 
325B (2), isn't ite 

MR. SHEPARD: Je0, Ble 

THE CHAIRMAN: That is where the test would 
be worked out? 

MR. SHEPARD: That is quite true. 

COMMISSIONER INNIS: JI should think you would 
need something more than that if you were going to get 
any satisfactory results as to what you mean by com- 
pensatory or out-of-pocket» costs. That is a flexible 


term, 
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MR. SHEPARD: Well, it is, because with these 
flexibilities it is very difficult to define when you 
come to draft legislation We :endervouyrad to get something 
more exact or definitive but without too much : esuccess. 

THE CHAIRMAN: That is what you thought you 
were getting, because you say in this (a hen 

Ss geal OR Sie purpose of determining 
Whether or not the rates or any one or more 
of them are compensatory. " 

MR. SHEPARD: Yes, 612%, 

THE CHAIRMAN: That is what you say in this. 
Then the amendment permits the Board to require the 
railways to keep such revenue and expense accounts as 
it may prescribe for the purpose. Do you intend there 
Should be some machinery whereby the Board could satisfy 
itself that any particular rate is or is not compensa- 
tory? 

MR. SHEPARD: Yes, and we do develop that 
further in our accounting section of the argument in 
its relationship to the problem of rate making. 

COMMISSIONER INNIS: You do develop the same 
Specific test ? 

MR. SHEPARD: No, I am afraid we don't, 
the tests that you have in mind, sir, because we didn't 
know what they would be. 

THE CHAIRMAN: Now then, on page 22 that 
you have just referred to, these two paragraphs nos. 

1 and 2, you have modified paragraph 2 in view of what 
you said about developmental lines. 

MR. SHEPARD: Yes, sir. Then the second 
matter pertaining to rates that we have been asked 


to comment upon is international and related rates. 
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Manitoba accepts the evidence of Mr. Jefferson 
to the effect that the present System of increasing the 
Canadian portion of international and related rates in 
2ccordance with increases granted by the I.C.C. in the 
United States is necessary and no change is recommended 
in regard to the method of handling these rates. 

COMMISSIONER ANGUS: Tf I could come ‘back to 
page 15, at 325B (1) you have: "Deviation from the 
principle of equity'? 

MR. SHEPARD: ‘That Should be "equality", 

COMMISSIONER ANGUS: Which is right? 

MR. SHEPARD: "Equality", and I Should also 
perhaps point out to the Commission that 325B (1) 
has been altered. 

THE CHAIRMAN: Somebody corrected mine to 
requality'™ 

MR. SHEPRRD: Yes, it should be “+ "equality: 
but it has been added to Since I first filed it some time 
*80, and the words that have been added are the last 
three lines of sub-section Gas 

ase that no deviation from the prineiple 

of equality is permitted unless the railways 

meet the onus of justifying such deviation," 
We neglected to put in the reference to equality in 
325B. 

THE CHAIRMAN: If you are drafting this to 
be incorporated Just as you have drafted it, into the 
Statute, some of the language there -- you say for 
instance;- 

"se.eand that no deviation from the 


principle of equality is permitted," 
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And before that you have said:- 
"see..the Board to maintain a constant 
Supervision over tariffs of tolls with a 
view to insuring that all rates are compensa- 
tory, and that no deviation from the prin- 

Ciple of equality is permitted. +. owe 

When you say "is permitted", you really mean"“exists", 

'p ermitted" means Something that somebody allows another 

person to do, 

MR. SHEPARD: Yes, I think probably "exists" 
would be a better word. We are not putting this forward 
as a model of draftsmanship. 

THE CHAIRMAN: I thought you had. I thought 
that is what you wanted as the draft. 

MR. SHEPARD: We would be quite content to 
have that improved. Then on page 23, Sir, if we may 
leave that section now, the next two headings that Mr. 
Covert “.requested comment on were: "Classification" ana 
"Distributing Rates and Tow Tariffs". In Manitoba's 
Submission there is an expression of its views on 
uniform class rates which we quote:- 

"We feel that your Commission shoul 

recommend that standard mileage class rates, 
distributing class rates and town tariffs 
Should be consolidated into a single 
uniform basic class rate structure appli- 
cable to all parts of Canada and that any 
deviation from that uniform pattern should 
be treated as exceptions Subject to the 
tests which have already been suggested." 


Then in Chapter XI of the Manitoba Brief the suggesticn 
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is made that an additional number of classes be esta- 
blished at rates lower than the present 10th class 
rate, so that a greater percentage of traffic will move 
at class rates and will consequently be under more 
adequate control by the Board of Transport Commissioners. 

This would mean that traffic moving at 
commodity mileage rates would move under the extended 
class rates. Mr. Jefferson agrees that this would 
be desirable but that it would take time. 

It is further suggested that if this new 
Classification is adopted, the Rallway Act be amended 
to provide for a rate structure comprised of (1) Class 
rates, and (2) other rates; the latter to include 
all competitive and commodity rates. 

We have at page 16 the Suggested change there, 
Which is a re-wording of Section 328. 328 of the Act 
in its present form, Sir, sets out three classes of rate. 
The wording is similar to our Suggested re-draft except 
that we have two classes of rates. The present 328 
has the standard freight tariff as (a), special 
freight tariffs as (b), and competitive tariffs as cae 
We are suggesting the removal of the competitive tariffs 
and they would then become classified as Special rate 
tariffs, with the result that the rate structure, as 
we envisage it, would be standard rates with more classes, 
Standard class rates with more classes, the additional 
classes to include a large number, if not all, of the 
present commodity rates, and the bulk of rates that 
are now classified as special rates, and that is all 
other rates. 


THE CHAIRMAN: You mean, special would take 
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the place of the competitive rates and commodity rates? 

MR. SHEPARD: No, sir. The special would take 
the place of all competitive rates and all other rates 
not classified as standard. 

THE CHAIRMAN: Yes, and commodity rates would 
come into the classification? 

| MR. SHEPARD: Yes, sir, and the changes in 
329 and 332 are made necessary by the change from three 
to two classes of rates. 

THE CHAIRMAN: You think it is practicable 
for the Commission to fix all these special freight 
rates at any one time? 

MR, SHEPARD: Well, I don't think that they 
would stat with today's rate structure and throw it 
away and fix a rate for every commodity today. I think 
there would have to be a transition from the existing 
System, but our main object is, if posssible, to get 
more control by the Board of Transport Commissioners over 
the policing of rates. 

THE CHAIRMAN: So that all the competitive 
rates, now existing, would have to come back to the 
Board to be checked? 

MR. SHEPARD: No, we are not suggesting ‘that. 

THE CHAIRMAN: But they may be special 
freight rates. 

MR. SHEPARD: They would be special freight 
rates, but the provisions in the Act now which apply 
to special rates, Section 331, those provisions would 
now apply, in our scheme of things, to competitive rates 
as well as other special rates. 


THE CHAIRMAN: I see. What is 34319 
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MR. SHEPARD: 331 says:- 

"Special freight tariffs Shall be filed 
by the Company with the Board, and every 
such tariff shall Specify the date of the 
issue thereof and the date on which it is 
intended to take effect," 

Then sub-section 2:- 

"When any such Special freight tariff 
reduces any toll previously authorized to 
be charged under this Act, the Company 
Shall file such tariff with the Board at 
least three days before its effective date," 


In other words, to reduce & Darifl 


(Page 21418 follows) 
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THE CHAIRMAN: Is it under this section that 
competitive rates sre now dealt with? 

MR. HUME: No, Sir; competitive rates are 
now under section 332, and we sre Suggesting that it be 
repealed, 

THE CHAIRMAN: Oh, yes; it mentions competitive 
Lari tr, 

MR. SHEPARD: Yes, sir. 

THE CHAIRMAN: You would repeal 332 and leave 
331 a8 ferige? 

MR. SHEPARD: That is right, sir; end we consider 
that. Tt “is adequate, because I know thot my friends of the 
railways throughout these hearings have referred to the 
necessity of being left free to meet competition quickly 
end not hampered by regulatory control in fixing competitive 
rates; but sub-section 2 of 331, which I have just been 
reading, requires the tariff to be filed et least three 
days before its effective date, and we do not consider that 
that would impose an undue burden upon the railways, 

THE CHAIRMAN: What sub-section did you say? 

MR. SHEPARD: Svb-section 2 of S40 Sirs. Lt 
refers in the third end fourth line dow to a three-day 
notice by filing o tariff before making e reduction, and 
our point is thst to meet competition it is normal that the 
rates sre being reduced, 

THE CHAIRMAN: I beg your perdon? 

MR. SHEPARD: In order to meet competition the 
rafroads normally have to reduce the ° rates, not increase 
them. Sub-section 3 of section 331 requires a thirty-day 
notice to increase special teriffs. 


THE CHAIRMAN: You would leave that as it is? 
MR. SHEPARD: We would leave thet as it is, because 


we do not consider that a notice to increase competitive 
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rates would jeopardize the railways! competitive position. 


THE CHAIRMAN: Then you are quite sure that 


if you strike out 332 and leave 331 there is still room 


within 331 for competitive rates? 


MR. SHEPARD: Yes, Sir, that would be our view 


on the plon we have in mind, 


mean 


Going back to the top of pege 24, sir: 

It is recognized that this Commission could 
not be expected to work out in detail a new rete 
Structure: that is a motter for the Boerd of 
Transport Commissioners in consultation with the 
railways add other interested parties. Manitoba 
does submit, however, that this Commission is in 
8 position to recommend the Suggested changes in 
legislation in this regard, and to ley down certain 
principles to guide the Board in its future delibere- 
tions, 
Ky Developmental Rates 

Menitobe does not express any view on this 
Subject except that we do not egree that uneconomicelly 
low freight rates should be used as emeans of 
establishing industry in a locotion thet would otherwise 
be uneconomic, 

COMMISSIONER ANGUS: Does "“uneconomically low" 
the same thing es "non-compensatory"? 


MR. SHEPARD: I would say so, sir, yes. 


Expiry Rates 
Manitoba submits thst there is mo valid reason 
for permitting expiry rates to remain as such as a 
permanent pert of the rete structure end that those 
et present in existence should be considered 3s Speciel 
rates properly fixed as such end should only be changed 


efter en opportunity has been afforded to interested 
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porties to be heard before the Bosord of Transport 
Commissioners, 

THE CHAIRMAN: ‘There ere still expiry rates in 
existence, sre there? 

MR. SHEPARD: I think there are, sir. There were 
Some thet were the Subject of comment cariier in the hearings. 
I heve not got them noted at the moment. 

The next subject that Mr. Covert refers to igs 
export rates, and Menitobea mekes no Submission on this subject. 

Then the matter of equalization... 

COMMISSIONER ANGUS: Mr. Shepard, when you say that 
en Opportunity is being efforded to interested parties to be 
heerd before the Board, you say nothing about the principles 
on which the Boord Should act in hearing them? 

MR. SHEPARD: No. All that we ere dealing with 
here, Dr, Angus, is whet 8ppears to us to be an anom ly or 
8n unfoirness in having these expiry rates simply expire by 
the failure to renew them, and then the freight payer of thot 
particular rate finds himself paying s much higher rate, be- 
cause once the rate has expired he pays the class rate, and 
Some of these rates, my recollection is, had been in effect 
for many years, 

COMMISSIONER ANGUS: Let me assume thot one of these 
rates is non-compensatory; would it be knocked out by your 
previous amendments? 

MR. SHEPARD: Oh, yes, I would think it should be. 
To be consistemt, we would have to agree with you on thet, 
BLY. 


COMMISSIONER ANGUS: And if en expiry rate becomes 


non-compensotory, perhaps, by oan inereose in lsbour costs 


or something of that kind, which dominates? The omendment or 


this procedure? 
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MR. SHEPARD: Well, I think that our whole point 
on this expiry rate matter is that the freight-paying 
public of expiry rates should not be placed in a position 
different from that of any other freight rate payer who 
is given notice of an increase. Under Section 331 to which 
we have just been referring, an increase must be filed 
thirty days before its effective date. Expiry rates, 
8s I understend it, simply expire, and after that the 
treffic moves at the class rate applicsable,ond we consider 
that that is not as proper state of affairs. 


Equalizstion 


‘ 


Item 3 in Manitoba's Brief of Points reads as 
follows; 

"3. It is our submission that it should be a 
fundamental principle of the Canadian freight 
rate structure, that freight rates cherged for 
the same troffic over the Same distance should 
be equal, except where costs, competition end 
the needs of nationsl development, require some 
deviation from that principle." 

The matter is algo referred to in Vor AG Ua ore 

et seq.; printed submissicsn DOMNELS vende, 

It is submitted thet this Commission should recommend 
that the Railway Act be amended in order to ensure the 
establishment of equality, where Operating conditions and 
the character of the traffic are equal, end when once 
established, the preservation of equality should be ensured 
by: 

(2) requiring the Bosra of Transport Commissioners on 
its own initiative to maintain ea constant review of the rate 
Structure to ensure that no element of discrimination in 


violation of the prinniple of equelization is permitted; 
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(b) requiring the Railways to meet the onus of 
esteblishing the need snd Justification for deviations 
from uniformity and requiring sny such deviations to 
be subject to approval by the Boerd of Transport 
Commissioners. (See suggested Sections 325A(3)(2) ena 
325B(1). 

THE CHAIRMAN: ‘Then there are amendments, 

MR. SHEPARD: Yes, sir, One of then we have 
already looked st which is 325B; the other one is section 
325A(3), sub paragraph... 

THE CHAIRMAN: What pege is that on? 

MR. SHEPARD: Page 14, Sir, 3258(3)(a): 

"The Board in determining ony application under 

this section shall have due regard to - 

(2) The establishment sna the maintenance of equality 

of tolls between various locslities in Caneda;" 

I might make 2 broad comment... 

THE CHAIRMAN: Just a minute - "“petween various 
localities in Canada," 

MR. SHEPARD: Yeo. eniy 

THE CHAIRMAN: Con you give us an instance of what 
you have in mind there? 

MR. SHEPARD: Well, what we have primerily in mind 
is the disparity in rate levels east and west, sir, between 
eastern Canada and western Canada, 

THE CHAIRMAN: You see, we - already have in that 
Section - I think it is 314, isn't it? 

MR. SHEPARD: Yes, sir, 

THE CHAIRMAN: An epplication for equality of 
rates on the same line of railway, with the same kind of 
cars, and so on. Is - what you have here sn explanetion of 
thet? 

MR. SHEPARD: Well, I think it would be broader 


then that, sir, What we went is e rate structure in which 
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there is equality of rate as between different sreas of 
Canada for moving the same type of traffic over the seme 
type of ground, over the same distence, 

THE CHAIRMAN: So that > movement of a certain 
commodity one hundred miles in Nova Soot-is should be 
exactly the some os the movement of the some commodity 
100 miles in Alberts? 

MR. SHEPARD: Well, subject only, sir, to the 
possible exception that if opereting costs in one lorge 
area of Canada sre Substantially different, that is, either 
higher or lower, than Operating costs in senother area, 2G 
might be necessary to tsake them into consideration as well, 

THE CHAIRMAN: TI see, You say here that the Board 
Shall only take this first class, (3), into consideretion 
along with other considerations, 

MR. SHEPARD: Yes, sir; there sre a nunber of them 
set out. I was going to mention, sir, that 325A has been 
drafted for the purpose of guidance to the Board primerily 
in general rate cases rather than dealing with individusl 
rates, and that is its primsery function. 325B has been 
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THE CHAIRMAN: Pardon me a moment. Are you quite 
Sure, though? You see, 3254 says: 
"Notwithstanding the requirements of this 
Act with respect to filing tariffs of tolls 
the Board Shall, without the necessity of 
prior filing of tariffs, have full jurisdic- 
tion to inquire into, hear and determine an 
application by or on behalf of any party 
interested for an increase or decrease of 
tolls by reason of changing conditions opr 
costs of transportation." 
Have you in mind there just a general revision? 
Otherwise it sounds as if anybody in any region at any 
time could come along and say that by reason of changing 
conditions or costs of transportation something should be 
done, Isn't that right? 
MR. SHEPARD: Well, actually, the way it is 
worded is: 


ee OO Done oF any party interested for an 


increase or decrease of tolls . . ." 

THE CHAIRMAN: Who would be interested fy an 
increase in tolls excepting the railways? 

MR. SHEPARD: Well, that is what we primarily 
had in mind, sir, Under the existing legislation, 
technically the railways should not go in and file an 
application for a general increase, The requirements 
of the Railway Act, the sections to which we have been 
referring, 329, 330 and 351, are that if the railways wish 
to :ncrease their rates they are under those sections re- 
quired to file the tariffs, and then technically to com- 
Ply literally with the letter of the statute someone 
Should object and then there would be a hearing: but what 


has been done in practice in the past and has been acted 
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upon after persuasion by the Supreme Court, by the provinces, 
has been that the railways file an application for prior 


authority to increase their rates, 


Now, section 325A(1) as we have drafted it is 


designed to regularize the procedure, It is set out in 
the note following that Section on page 14; 
"This amendment together with 325A (2 ) 

regularizes the erocedurd now followed by 

the Board in general rate cases, The 

Railway Act in its present form requires 

firstly the filing of tariffs by the Rail- 

wayS and secondly, if objection is taken 

thereto, an application must be made for 


suspension, " 


So that is what we had in mind; it may be imperfectly 
expressed, 

THE CHAIRMAN: Well, the language you have here 
would entitle anybody to apply for a decrease in tolls at 


any time, not only when there was a general revision under 


way but at any time, 


MR. SHEPARD: TI did not mean to imply general 
revision, I meant general rate cases, sir, either upward 
or downward, That is the intent of the section, and per- 
haps the wording could be improved. 

THE CHAIRMAN: I thought you said a while ago 
that you intended it to apply to revisions, general re- 


visions, 


MR. SHEPARD: If I aia Say that I was mistaken, 
sir. 

THE CHAIRMAN: So then you would leave the whole 
of 325, would you, as it is, and add 325A(1)? 

MR. SHEPARD; Too, BaP 


THE CHAIRMAN: Are you really adding anything to 
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what the Board has power to do today? 

MR. SHEPARD: We consider that we are, sir, It 
is rather a technical type of amendment, perhaps, but it does 
regularize what the Board has done in the past, 

THE CHAIRMAN: Well, you simply say that the 
Board shall have full jurisdiction to inquire into, hear 
and determine an application by or on behalf of any party 
interested for an increase or decrease of tolls by reason 
of changing conditions or costs of transportation. It 
Seems to me the Board is doing that now. 

MR. SHEPARD: They are doing it, sir, but our 
point is that they are not, Strictly speaking, under the 
sections in the Act empowered to do it in the way that they 
ape now doing it. It is a matter of -- 

THE CHAIRMAN; They are acting outside of the 
proper way; is that it? 

MR, SHEPARD: Well, that is our argument, But it 
does not affect the result, We are not complaining of 
the procedure as followed as it is, but we think that it 
Should be regularizea by this amendment. 

THE CHAIRMAN: You Say that the amendment together 
With 3254(2) regularizes the procedure now followed by the 
Board in general rate cases, 

"The Railway Act in -ts present form requires 
firstly. the filing of tariffs by the Railways and 
secondly, if Objection is taken thereto, an appli- 
cation must be made for suspension," 

Well, I can only Say that it strikes me that your language 
does not apply only to general rate cases, 

MR. SHEPARD: I am inclined to agree with you, sir, 
It perhaps should be looked at again, 

THE CHAIRMAN; 411 right. 

MR. SHEPARD:I think I say at the top of page 26, 
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~elhe7 - Mr, Shepard 
sir: 

Manitoba disagrees with the views expressed by 
Mr, Jefferson of the Canadian Pacific Railway (Vol. 76, 
P. 15396), that equalization cannot be effected so long 
as grain rates are fixed by statute. 

During the consideration of the Crow's Nest 
grain rates we expressed our views as to the manner 
in which the grain rates in Western Canada should be dealt 
with, namely, that they should remain under control of 
Parliament, Manitoba does not consider that a scheme of 
equalization is in any way dependent upon the Board of 
Transport Commissioners having jurisdiction over all 
rates, Manitoba is prepared to have the level of 
grain rates as fixed by statute today taken into 
account in any consideration of the problem of 
equalization Bast-West, 

THE CHAIRMAN: Would you explain that? 

MR. SHEPARD: It Simply means, sir, that our 
friends of the railways have said that it will be necessary 
for the freight payers of other traffic to subsidize low 
grain rates, Quite apart from the fact as to whether 
they are compensatory or not, we now Say that if that is 
SO we are content to have that done. 

THE CHAIRMAN: To have what done? 

MR. SHEPARD: We are content to have the other 
rates somewhat higher than they would otherwise be, 

THE CHAIRMAN: Oh, yes, I see -- on other 
commodities, 

MR. SHEPARD; ceo, BLT, 

THE CHAIRMAN: You say: 

"Manitoba is prepared to have the level of 

grain rates as fixed by statute today taken into 


account in any consideration of the problem of 


Mr. Shepard 
-21428- 
equalization East-West." 
That is to say, you would be prepared to bear a higher 
burden in other cases in order to equalize some advantage 
you are getting out of the Crows Nest rates. 

MR, SHEPARD: Yes, sir; but what we do Say as 
well, sir, is that at the present time there is a disparity 
between the general level East-West in favour of the East, 
and that that has to be corrected at the same time. 

THE CHAIRMAN; Well, there is a disparity of 
Six end a fraction per cent, according to you, 

MR. SHEPARD: That was according to us at the 
time the evidence went in, but since that rates have gone 
up percentagewise more, the eastern rates, the competitive 
rates, which are largely in the East -- 

THE CHAIRMAN: Have you worked out the present 
rate .of discrimination, then? 

MR. SHEPARD: TI have not , sda y We could perhaps 
get that for you and put it on the record, 

THE CHAIRMAN: Does it mean this, that instead of 
asking for the whole of what was then six and two-thirds 
per cent to be removed, you would be satisfied to have 
only half of it removed? 

MR. SHEPARD: Well, that would depend on what 
was the result, 

THE CHAIRMAN: When you say that the rates fixed 
by statute are to be taken into account, that means some- 
thing must be done about that? 

MR, SHEPARD: Exactly. 

THE CHAIRMAN: ", , . in any consideration of the 
problem of equalization East-West,” 

MR. SHEPARD: Yes, sir, 

THE CHAIRMAN: That is,the: equalization must be 


effective against you in respect of other hauls or other 
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pemnon thine: by reason of these Special grain rates, 

MR. SHEPARD: That ig on the assumption that the 
grain rates are not paying their proper share today. 

THE CHAIRMAN: Yes, I understand, on that 
assumption, 

MR. SHEPARD: Which we do not expect. 

THE CHAIRMAN: Well, you say: 

"Manitoba is prepared to have the level of 

grain rates as fixed by statute today taken into 
account" - 

MR. SHEPARD: Taken into account. 

THE CHAIRMAN: -- "in eny consideration of 

the problem of equalization East-West." 

MR. SHEPARD: Yes, but by having them taken into 
account we are neither admitting nor denying -- 

THE CHAIRMAN: If they should turn out to be 
non-compensatory or not sufficiently compensatory you will 
give up some other claim you might have for equalization -n 
other respects, in respect of other commodities, 

MR. SHEPARD: That is right, ir, 

THE CHAIRMAN: I sec. 

MR. SHEPARD: It is actually, sir, the total 
revenue picture East-West as opposed to the total cost 
picture East-West that we are concerned with, 

THE CHAIRMAN: There is one thing that must not 
be touched, and that is the Crows Nest freight rate, 

MR. SHEPARD: Well, we were not absolutely 
definite for all time to come as to their level, We were 
definite as to who Should control them, and that was 
Parliament, 

THE CHAIRMAN: Yes, I understand. When I say 


"not touched”, T meen not taken away from Parliament, 
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MR. SHEPARD: That is right, yes, 

Quite apart from the fact that in our view 
the principle of equalization can be given effect 
to without having all rates fixed by the Board of 
Transport Commissioners, we submit that a comparison 
of grain rates in Western Canada with grain rates in 
Eastern Canada is not a comparison of like with like 
because the character of the traffic and the costs of 
railway operation are different in the two areas, 
Manitoba is Strongly of the view that there is no 
logic in Suggesting that because the rates inEastern 
Canada and in Western Canada apply to the same com- 
modity, namely, grain they should be equalized in 
complete disregard of these differences, 

The differences there are the character of the 
traffic and the costs of railway operation in the two 
areas, 

THE CHAIRMAN: Which are less burdensome, you 
Say, in the West than in the East, 

MR. SHEPARD: Yes, sir, 

THE CHAIRMAN: I mean less burdensome to the 
railways. 


MR. SHEPARD; Less burdensome to the railways, 


i, Horizontal Increases 

Manitoba's views with respect to this subject 
are found in Chapter ViIl of its Ottawa submission 
(Vol. 45, p. 8692 et seq; printed submission p.109). 

Manitoba opposes the application of horizontal 
bercentage increases and supports the arguments of the 
other provinces in this regard. 

Now, my understand is that my friend Mr. Smith, 


and I think Mr, Barry, and I think perhaps one other 
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western counsel will be dealing with that subject in 
more detail, 
J. Industrial Location (Rate Relationships ) 
———— eet ft ihtete He tationships 


Manitoba expresses no views on this subject. 


gs Inter-line Rates 
a een 1 NEMSE Eg 


Manitoba expresses no views on this subject. 


L, Level of Rates 
Manitoba's views on this Subject have 
already been referred to under the general comments on 
the anomalies in the existing tariffs of tolls and 
rates, 


THE CHAIRMAN: We will adjourn now. 


---The Commission adjourned at 4.45 p.m., to meet again 


Si nlO50 (ety on Wednesday, May 3, 1950. 
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Ottawa, Ontario, 
Wednesday, May 3, 1950. 


Meee wt NG 8 EOS ei On 


THE CHAIRMAN: All right, Mr. Shepard. 

MR. SHEPARD: May it please the commission, when we 
adjourned yesterday evening we were just beginning - discussion 
on the subject of level of rates, which is dealt with on 
Page 27 of our memorandum of argument. 

Our views on this subject must be considered with our 
views on & equalization which have already been expressed. 
It is not proposed to go into the details of the 
contents of Chapter x of Manitoba's submission. It is, 

however, pointed out that there is a heading" Danger 
That Differential Will be Greater in the Future". The 
recent 16% general increase authorized by the Board of 
Transport Commissioners illustrates the danger envisaged. 
The 16% increase has been applied to non-competitive 
rates with the result that the East-West differential in 
rate levels has once more been aggravated. 

THE CHAIRMAN: By the way, I suppose you intend to work 
out the present proportion of discrimination which you think 
now exists? 

MR. SHEPARD: Yes, my lord. 

THE CHAIRMAN: You mentioned that yesterday. 

MR. SHEPARD: I have looked into that matter over 
night, and it is dependent upon our being able to get from 
our friends of the railways the 1949 figures. Then there 
is a calculation to be made from them which cannot be done 
too quickly. If it is agreeable to the commission I 
propose perhaps to put it in in reply, which will give us 
an opportunity of having it completed by that time. 


This same Chapter X in our submission includes a 
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an explanation of how the computation of east-west differen- 
tial in rates was made. Our friends of the railways have 
eritised the computation, and in particular have criticized 
the exclusion of grain traffic both East and West. 

Then, sir, there is following an excerpt from Manitoba's 
submission which I do not think it is perhaps necessary to 
read, explaining why the grain traffic east and west 

was included, I should like it just to be taken into 
the record now, and we could perhaps pass on to the next topic. 
-- The excerpt 18 as follows (page 126 of submission): 
“The first chapter of this submission pointed out 
that the people of western Canada are concerned with 
the rates on grain moving from the point of production 
to the market. Consequently, our interest in these 
rates is not restricted to that part of the haul which 
is purely western. Our interest in the rates on 
grain from the Bay ports to Montreal is equally 
direct and vital. If eastern rates in general 
are lower than rates being charged in the West, it 
is no comfort to us to be told that the situation will 
be corrected by raising grain rates in the East 
and holding western grain rates low. The impact of 
Such a change rests squarely and almost exclusively 
in the West. 
‘adjustments of the rates on grain between 1946 
and 1948 were made which raised the eastern portion 
of the rates by approximately 30%, while the western 
portion remained unchanged. It is our contention 
that such an adjustment can in no way be considered 
as a step towards the equalization of the regional 
rate levels. It is for this reason that the 


remainder of this chapter proceeds in disregard of 
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"rates on grain, and the comparisons which it 

contains are based on all traffic other than: grain." 

THE CHAIRMAN: You say your interest in these rates is 
to follow the grain up to the port of export, to Montreal? 

MR. SHEPARD: My understanding of our interest in the 
eastern grainrstes is that they are at a higher level now, 
admittedly, than the western level’. 

THE CHAIRMAN: Yes, 

MR. SHEPARD: And in so far as they affect the western 
farmer, we are interested in them. To a considerable extent 
of course they do affect only local movement in the eastern 
part of Canada. 

THE CHAIRMAN: But to some extent they ffect your 
Brain too. 

MR. SHEPARD: Yes. 

THE CHAIRMAN: You say that it is no answer to your 
complaint against discrimination to say that the rates in 
the east have been raised in this particular, because it is 
your goods that are being raised. 

MR. SHEPARD: That is our submission. 

THE CHAIRMAN: Or the rates on your goods. 

MR. SHEPARD: Yes. 

COMMISSIONER ANGUS: Am I right in thinking that your 
Submission about the level of rates may in practice involve 
the question of subsidies to the railways? 

MR. SHEPARD: Bearing in mind the discussion we had 
yesterday Sa aie ultimate possibility of the 
burden being too heavy on the west, I think perhaps that 
is so. 

COMMISSIONER: ANGUS : And perhaps even for this reason. 

if you say that the profits are larger in the west 
than in the east, therefore the western rates should be 


reduced, but the rates cannot be raised in the east, shall 
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we say, that would mean that there was a gap that would have 
to be filled by a Subsidy, would it not? 

MR. SHEPARD: Yes. In our Ottawa submission, during the 
hearings here, we did go that far as far as a Subsidy was 
concerned, as long as it was not labelled a Subsidy in aid of 
the west. Our view was that that type of subsidy would be 
one brought about by the reduction of revenue in the 
eastern areas. 

COMMISSIONER: ANGUS: The question I wanted to lead up 
to was really one of procedure. Which of these three things 
do you have in mind? Do you have in mind that the Board of 
Transport Commission should grant adequate rates and then say 
that if the provinces want rates reduced, they must go to 
the parliament of Canada and ask for 2 Subsidy in reduction 


of the rates which they think are too high? That is one 
procedure, A second procedure would be for the Board of 


Transport Commission to Rrent inadequate pates, -- I mean 
adequate and inadequate from the Standpoint of railway 
mewenue -- and say to the railways: "If you prefer to go to 
parliament and apply for a subsidy ,to going bankrupt, you are 
free to do so".Or go you envisage a third thing which would 
be that the Board of Transport Commissioners should Pix 
inadequate rates but itself make a recommendation to 
parliament that 2 Subsidy should be paid to the railways and 
then should Say to the railways: "If parliamént does not 
act on our recommendation, you can apply to us again'? 

MR. SHEPARD: If I werelimited to those three, I think 
I would select the third one. | 
COMMISSIONER'ANGUS:I do not want to limit you if you have 
a fourth. 

MR. SHEPARD: A possible fourth one that occurs to me would 


be that the determination of all the factors involved in 
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deciding how much of a burden the long haul traffic can 
bear in Canada would in my view be essentially a matter of 
national concern and perhaps should be dealt with primarily 
by parliament , If as a matter of national policy, 
parliament should determine that rates can only go to a certain 
level, it might be >ossible for them to restrict the 
heights to which the level of rates could go in a directive 
of some kind to the board, -: ghen on the understanding 
that if the railways are to continue as they are today, 
parliament would have to make the necessary arrangements for 
any deficiency as a result of putting a ceiling on that 
level. 

COMMISSIONER ANGUS: The effect of that being that 
if the cost of railway operation were increased, for instance, 
by reason of a labour dispute, then the eost would be 


passed on almost immediately to the taxpayers by parliament. 


(Page 21436 follows) 
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MR. SHEPARD; I think in the long run thet would 
be the effect, That is one of the important reasons 
why Manitoba is seeking, if possible, to avoid this matter 
of subsidy because we recognize that it is not a . 
cure, and it may only aggravate an ill rather than cure 
a3 2 ha ah ol One of the aggravations that might result 
perhaps would be the encouragement of labour to make con- 
tinued and repeated demands with the knowledge that they 
would have that whatever deficiency was in existence 
would be made up by a Subsidy. 

COMMISSIONER ANGUS: While you are trying to 
avoid subsidies, doesn't this Suggestion of equalizing 
profits between East and West make them almost necessary? 

MR. SHEPARD: It could make them necessary 
depending on the result of an analysis of operating costs 
and revenues in the two areas, yes, ‘sir; 

M, Long and Short Haul Clause 

Manitoba supports the submissions made by 
Alberta on this subject on which Mr. Frawley will be 
giving the full argument, 

The C.P.R, has endeavoured to show that there 
is a difference of opinionbetween Manitoba and Alberta 
Since Alberta sets out five criteria (see Alberta Long 
end Short Haul Brief, p.11l1) while Manitoba has indicated 
that it would be satisfied if the two tests enunciated by 
Mr, Walker are applied, A careful comparison of the 
two sets of criteria in Manitoba 's view reveals that in 
effect they are identical; the Alberta presentation 
being simply an elaboration and a more detailed exposi- 
tion of Mr, Walker's principles. 

THE CHAIRMAN: You say that Alberta's presenta- 
tion is an elaboration and detailed exposition of Mr, 


Walker's principles, 
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MR. SHEPARD; Yes, 

THE CHAIRMAN: I have not the Alberta brief here, 

MR. SHEPARD: Mr, Walker's tests, Mr, Chairman, 
were, to paraphrase them, first of all that the rates 


Set would not be any lower than necessary to meet com- 


peUVLtLON, 

THE CHAIRMAN: Competition by trucks? 

MR. SHEPARD: Any competition. 

THE CHAIRMAN: Not by another railway, 

MR, SHEPARD; Except with another railway. 

THE CHAIRMAN; What is that? 

MR. SHEPARD: Not by another railway, no, This 
is in fixing competitive rates. Mr, Walker's tests were 


that the rates set would not be any lower than necessary 
to meet competition, and secondly would always be suf- 
L2e21ent td pay to the carrier its out-of-pocket costs 
plus something in addition to them, 

THE CHAIRMAN; What has that got to do with what 
Alberta said? 

MR. SHEPARD; Alberta, at page 111 of its 
Long and Short Haul Brief has set out five criteria 
opposed to the two criteria that constitute Mr. Walker's 
tests, 

THE CHAIRMAN: Five criteria. 

MR. SHEPARD: For fixing competitive rates, 

THE CHAIRMAN: You say the five taken together 
amount to the same thing. 

MR. SHEPARD: To the same thing. 

THE CHAIRMAN: As Mr, Walker's three? 

MR. SHEPARD: Mr. Walker's two. 

THE CHAIRMAN: Three. In the first place it 
must not be any lower than is necessary to meet com- 


petition. Secondly it must contain all out-of-pocket 
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costs and third something in addition. 

MR. SHEPARD: Yes, sir, 

THE CHAIRMAN: I think he divided it into three. 
You might call it two if youlike. You say that Alberta's 
five come to the same thing. 

MR. SHEPARD: Yes, We say an analysis of the 
two sets of criteria will show that there is no difference 
between them, 

THE CHAIRMAN: You say that the C.P.R. claims 
there is a difference between then. 

MR, SHEPARD: Yes, they have made reference 
to that in their brief and in argument. 

N. Market Competition 
Manitoba expresses no views on this subject. 
QO, Minimum Carloads 

Manitoba expresses no views, except that as 
a matter of principle we consider that carload minimums 
Should not be discriminatory in one area in relation to 
any other area, 

Fs, Mixing Privileges 

Manitoba's views are already on the record 
in Volume 45, at p. 8761 et seq.; printed submission p.123, 
to the effect that the present eastern mixing rules 
should be applied throughout Canada. To this view should 
perhaps be added the comment that if the present 
eastern mixing rule should be applied throughout Canada, 
it should be done without disturbing any other special 
arrangements that may now be in effect with regard to 


any particular commodity or group of commodities, 


Q. Arbitraries 


Manitoba expresses no views on this Subject. 
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Ce Treatment of Basic Commodities 
Manitoba makes no detailed Submission on this 
point. It is obvious that market competition requires 
freight rates on basic commodities to be kept low 
enough to keep the traffic moving. This is a fundamental 
to the interests of both producers who require trans- 
portation to market and railways which require the 
revenue derived from the transportation of basic com- 
modities, 
5. Reparations 
Manitoba opposes the adoption of any form of 
reparations. As discussed with Mr, Jefferson (Volume 76, 
Pp. 15461 et seq.) it seems obvious that if a shipper 
Succeeds in recovering from a railway whatever amount may 
be found to have been collected from the shipper in 
excess of what should have been collected, the amount 
recovered would be an extra profrit.te the Shipper, and 
would very rarely be passed on to the ultimate consumer 
except in the occasional case where the Shipper himself 


happened to be the final consumer, 


Ls Segregation of Freight and Passenger 


Manitoba fully supports the views of British 
Columbia that the railways should adopt an acceptable 
formula by which Operating revenues and expenses could 
be divided between freight and passenger traffic. 

There can be no doubt that passenger losses 
incurred by Canadian railways are today of serious concern 
to their financial welfare. It is fully recognized that 
because our railways are essential to the welfare of the 
Canadian economy their financial health must be maintained. 

COMMISSIONER INNIS: Would you go back topage 29 
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"It 18 obvious that market competition requires 
freight rates on basic commodities to be set low 
enough to keep the traffic moving." 

Are you thinking of wheat? 

MR. SHEPARD: I think probably I wouldinclude 
wheat in that. I was thinking generally of basic com- 
modities and the necessity for not having the transportation 
factor in the cost so great that it would discourage pro- 
duction of the commodity. 

COMMISSIONER INNIS: You Say it should be kept 
low enough to keep the traffic moving. That would have 
to be very low indeed in the case of wheat, 

MR. SHEPARD: In the case of wheat I recognize 
that because the wheat producer must sell his product to 
live he has to take what he can get irrespective of the 
transportation charges, 

THE CHAIRMAN: Must not all producers sell their 
products to live? 

MR. SHEPARD: There are products which, under 
our present form of control, are purchased by the government, 
for example, under floor price arrangements, 

THE CHAIRMAN: Oh, yes, but those are supposed 
to be only temporary devices. We are talking of freight 
rates here, 

MR. SHEPARD: Yes, I think your statement is 
quite correct that producers must sell their products to 
live. 

THE CHAIRMAN: I suppose you always have in mind 
in the case of these particular producers that their market 
is away off thousands of miles away. 

MR. SHEPARD: Yes. 

COMMISSIONER ANGUS: I wonder, Mr. Shepard, if 


you and the railways give quite the same meaning to keeping 
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the traffic moving. As I understand it, the railway 
interpretation of that is that ‘the volume of traffic 
multiplied by the rate Should be the maximum. You 
perhaps mean that the maximum quantity should move no 
matter how low the rate had to be. 

MR. SHEPARD: I think there probably is a slight 
difference in approach to the problem between my client 


and the railways. 


(Page 2144 follows) 
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We are interested, of course, in keeping the over-all 
transportation cost as low as possible, to give our 
people the highest possible Standard of living, as a 
result of reducing their output, their outgo of dollars 
to market their products. 

COMMISSIONER ANGUS: Yes, but what I mean is 
this, that if an increase in rates would cause a dim- 
inution of shall we say five per cent in volume for ten 
per cent increase in rates, from the standpoint of the 
railways that would be keeping the traffic moving. 

MR SHEPARD: Yes, sir. 

COMMISSIONER ANGUS: Would it be so from your 
Standpoint? 

MR SHEPARD: No; from our standpoint we would 
Say that was hurting our western economy. 

COMMISSIONER INNIS: That is what you mean here? 

MR SHEPARD: Yes, sir. 

COMMISSIONER ANGUS: While we are at page 29, 
there is one small point we might clear up. Under 
"Mixing Privileges" you say "without disturbing any other 
Special arrangements". Could you give an example? 

MR SHEPARD: Yes. What I have specifically in 
mind there is a matter that was drawn to our attention by 
Western Grocers, which is a wholesale grocery organization 
in Western Canada. They have at the present time, as I 
understand it, an arrangement which enables them to mix 
carloads of groceries, and it is neither fish nor fowl so 
far as the eastern mixing rule is concerned. They are not 
opposing the application of the eastern mixing rule to 
Western Canada, but they would be very unhappy if it should 
be applied and at the same time the arrangement that they 
have for the moving of their commodities should be 


abrogated. 
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THE CHAIRMAN: In that case that would be dif- 
ferent from the east. 

MR SHEPARD: At the present time--- 

THE CHAIRMAN: And they want to remain that way? 

MR SHEPARD: They want to remain the way they 
are. I do not know just the details of their arrangement, 
Mr. Chairman, but they do not want it disturbed. 

THE CHAIRMAN: Well, what do you want? What does 
Manitoba want? 

MR SHEPARD: We want the eastern mixing rule 
applied in Western Canada without disturbing any such 
Special arrangements as the one I have just been mentioning. 

THE CHAIRMAN: Do you Say it is the wholesale 
grocers who want this? 

MR SHEPARD: Western Grocers Limited; it is a 
company of wholesale grocers, sir. 

THE CHAIRMAN: A particular company? 

MR SHEPARD: Yes, sir. 

THE CHAIRMAN: Ana you are with them, are you? 

MR SHEPARD: Yes. They came to the Manitoba 
Government and explained their own particular situation to 
the Government, and after looking into it the Government 
realized that it would be a disturbing factor if their 
present arrangement were altered as a result of the eastern 
mixing rule being “applied. I do not really think that 
the railways intended to alter it, from inquiries we have 
made. 

THE CHAIRMAN: They are wholesalers? 

MR SHEPARD: Yes, they ere. 

THE CHAIRMAN: And the retailers are satisfied too 
with the same rule, are they? 

MR SHEPARD: The retailers in the grocery business, 


you mean? So far as I know, there has been no representation 
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made by the retailers. 
Then returning to the top of page 31: 
According to exhibit 180 the C.P.R. lost 
in 1948 an estimated $28 ,866,961.00 on its passenger 
operations. We are in no position to support or to 
challenge the accurate of that figure but it does seem 
clear that losses on passenger service are substantial. 
It has for many years been accepted by the 
railways and by the Board of Transport Commissioners, 
that passenger losses are properly chargeable to freight 
earnings. Conditions have changed so substantially since 
this attitude was initiated that a different disposition 
of passenger losses must now be considered. 
What are these changed conditions? 
Firstly, certain segments of freight traffic 
are today subject to serious competition from 
trucks which makes it increasingly difficult 
for railway rates on that traffic to be raised. 
tne Fesult tas tendency for losses on passenger 
traffic to fall with increasing weight upon the 
long haul non-competitive freight traffic 
which is the backbone of our Western economy. 
secondly, passenger trains are today subject to 
severe and increasing competition from busses 
and aircraft which effectively prevents the 
railways from increasing their passenger fares 
and which results almost inevitably in increas- 
ingly heavy passenger losses. 
And I might add there that an additional factor 
is, of course, the private passenger automobile. 
Yet the railways are required to provide 
passenger service and indeed the maintenance of 


Such service is a statutory Obligation (Section 
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312 of the Railway Act). 

It does not seem fair to the railways to require 
them to carry out 2 Statutory Obligation to run passenger 
trains when such trains are, even with efficient management, 
operated at a loss, but at the Same time it does not seem 
fair to the long haul freight payer to raise his rates to 
make up losses on passenger trafiic. If it Should be con- 
cluded that changes in operating techniques and in the use 
of personnel can not Substantially reduce the losses on 
passenger train service, and if the only possible course of 
action is to ask someone other than the users of passenger 
trains to bear the losses on passenger service, then it is 
our suggestion that it might be preferable to reject the 
policy of charging passenger losses against freight traffic 
and to consider the advisability of charging passenger 
losses directly against the Dominion Government. In other 
words, if it appears that a continuation of the present 
policy would mean that long haul non-competitive freight 
traffic would be permanently called upon to subsidize 
passenger losses, we Suggest that consideration be given to 
2 proposal that the Dominion Government pay the losses in- 
curred by the railways in fulfilling their Statutory obliga- 
tion to carry passengers. 

THE CHAIRMAN: You Say there all you do is Suggest 
that consideration be Biven to such a proposal. Well, would 
you support such a proposal or not? 

MR SHEPARD: Yes, we would, Mr. Chairman. 

THE CHAIRMAN: You would Support it. 

MR SHEPARD: When. we were dealing with equalization 
E-st-West we suggested that Subsidy might be less undesirable 
than the alternative that had been used in the past. In that 
Connection we said (p.133 printed submission Vol. 46, p.8796). 


Of course, the alternative was to load the long 
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haul traffic with ianeaees, 

COMMISSIONER INNIS: Would you be content with 
that amount? 

MR SHEPARD; What amount, sir? 

COMMISSIONER INNIS: That is -.to say, the amount 
lost on passenger traffic, or do you think that you might 
need some additional Subsidy as well? 

MR SHEPARD; Well, the only other Suggestion that 
we have for improving the net Operating position of the 
railweys at this point has to do with the l.c.l. traffic, 
and that is not a Suggestion dealing with subsidies at all. 
We have suggested in Our main submission -- and I was just 
about to read the part from our main submission -- Subsidy 
to offset the failure to increase central Cenadian rates 
would be less undesirable than continuous increases in 
intra-Canadian rates, 

COMMISSIONER INNIS: TI am sorry to have interrupted 
you. 

MR SHEPARD: Quoting from our main submission; 

"In advocating the use of Subsidies in this way we 
do not wish to leave the impression that we consider 
Subsidies to be a fundamental answer to the problem of 
meeting the cost of railway operations in Canada. In 
this particular context, however, we feel that Subsidies 
may be the only way of avoiding a situation in which the 
region least adequately provided with transportation 
facilities, and at the same time most heavily dependent 
upon them is called upon to subsidize indirectly through 
the freight structure the region which is most amply 
provided with such facilities." 

We would express the same attitude with respect to the ques- 
tion of passenger losses by saying that in advocating the use 


of subsidies for passenger losses we do not wish to leave the 
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impression that we consider subsidies to be the fundamental 
answer to the problem of meeting the cost of railway 
Operations in Canada. ‘In the particular context of 
passenger losses, however, we feel that Subsidies may be 
the only way of avoiding a situation in which the long 

haul non-competitive traffic, which is already bearing a 

di sproportionately heavy share of Canada's transportation 
bill, would be called upon to subsidize a type of traffic, 
namely, passenger traffic, which is already bearing less 


than its proper share of railway operating costs. 


(Page 214n9 follows) 
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THE CHAIRMAN: Now, you say that "We do not 
consider subsidies as the fundamental answer to the 
problem of meeting the cost of railway operations in 
Canada", but you seem to stretch out and bring them in 
quite readily whenever - - 

MR. SHEPARD: We bring them in perhaps 
readily, sir, but with a certain amount of reluctance 
I might say. This is a matter which has caused a 
great deal of concern to my Government, and we were 
almost driven to the point by not being able to accept 
the alternatives. 

THE CHAIRMAN: What is the fundamental 
answer to the problem then? 

MR. SHEPARD: There are several ways in which 
it might work out, and I am sure I am not equipped 
to say whether it will work out in another way than 
by subsidy, but railway revenues are bound to increas 
with the growth of the country. You have got a dependency 
on the rate of growth to determine how high those 
revenues may go. Railway costs may be reduced by 
such measures as our friends of the railways have 
discussed before this Commission, such as dieselization 
and improved efficiency of the railway to meet the 
competition that they are forced to meet in competitive 
conditions. It is impossible, in our submission, to 
put a dollar sign on the result of those factors and 
others as well, but it is not inconceivable that the 
railways! position may be substantially improved by 
the development of Canada generally and by reducing 
their costs through technological advances in the 


industry. 
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THE CHAIRMAN: Have you in mind now subsidies 
to the railways which would enable them to compete with 
the buses? 

MR. SHEPARD: No. 

THE CHAIRMAN: For passenger traffic .and with 
trucks for freight traffic? 

MR. SHEPARD: No, I would not go that far, Mr. 
Chairman. In fact I would offer the comment that so far 
as long haul passenger traffic is concerned, the 
railways' future is certainly not good. I think that 
long haul passenger traffic will continue to be lost to 
the airlines; but it does seem to me that you cannot 
force the public of Canada to ride in an airplane pb 2 
they don't want to. The train passenger service must 
be maintained for that reason, among others. 

THE CHAIRMAN: All right. 

MR. SHEPARD: Then the subject of special 
rates, we discussed in our discussion of Sections 328, 
329 and 332, and it is perhaps unnecessary to comment 
on it further. It is included in the argument at that 
point simply because it was one of the items in Mr. 
Covert's memorandum, 

Then the subject of transcontinental rates. 
Manitoba has expressed two opinions as follows. 

Firstly, that transcontinental rates should 
not be lower than the level of the Canadian Railways' 
most serious competition for that traffic, which is 
the railways of the northern United States. 

Secondly, such rates should conform to the 
Walker criteria for competitive rates generally. These 


criteria are (a) that the rate must never be less than 
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the out-of-pocketm costs plus a margin above that, and 
(b) the rate should not be lower than is necessary to 
meet competition. 

Then, on the subject of "Rate Groupings or 


Blanket Rates", Manitoba expresses no view. 


On the subject of "C.N.R. Capital Structure", 
we would refer the Commission to page 69 of Manitoba's 
printed submission where it is pointed out that any 
reorganization of the financial structure of the C.N.R. 

| must take into account a number of factors other than 
its capital structure, such as its current operating 
expenses on certain uneconomic lines which have been dis- 
cussed in some detail by Mr. Fairweather in his 
evidence on behalf of the C.N.R. (Volume 103, p. 19108 
et seq. and p. 19158 et seq.). 

It is recognized that the concept of negative 
capital introduced by the C.N.R. may have some merit 
as a financial device to offset losses on uneconomic 
lines, but Manitoba is in no position to offer an 
opinion as to what would be a proper amount of 
negative capital or as to the adequacy or otherwise 
of the C.N.R.'s proposals in this regard. 

Later in its argument Manitoba makes reference 
to the necessity of taking the C.P.R. as the yardstick 
for rate-making purposes in Canada. We would add that 
Manitoba is still of the view that the C.P.R. must 
continue to be taken as a measure or yardstick for rate- 
making purposes, even if all the capital adjustments 


suggested by the C.N.R. should be made. 
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Then the next matter is that dealt with in 


Covert's memorandum and it deals with 


paragraph 2(d) of P.C. 6033, and that paragraph I don't 


think it is necessary to read but perhaps it might be 


included in the 


record at this point, dealing with the 


accounting methods and statistical procedure; - 


"Review the present-day accounting 


methods and statistical procedure of rail- 


ways in Canada, and report upon the advis- 


ability of adopting, (or otherwise) measures 


conducive to uniformity in such matters, and 


upon other related problems such as deprecia- 


tion accounting, the segregation of assets, 


revenues and 


other incomes, etc., as between 


railway and non-railway items." 


Manitoba has submitted Suggested amendments 


to the Railway Act dealing with these matters and has 


also referred to them in evidence, 


THE CHAIRMAN: 


this Volume? 


MR. SHEPARD: 


- think 1t,1epage. 17. 


that Section? 


Chairman. 


i. think, 


THE CHAIRMAN: 
MR. SHEPARD: 


THE CHAIRMAN: 


MR. SHEPARD: 


Have you amendments in 


Yes, they are Section 438. 


Would you like me to read 


Where do they begin? 


At the top of page 17, Mr. 


You had better read them 


Suggested Section 438Af1):- 
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"The Board shall,as soon as is practi- 
cable after the coming into force of this 
section, prescribe: 

(2) A uniform system of accounts applicable 
to all railway companies or such railways 
as it deems proper, and the manner in 
which such accounts shall be kept, and 
Shall fix a period of time Within which 
the companies shall put into effect 
such uniform system of accouns; 

(b) For all railways the classes of property 
for which depreciation charges may 
properly be included under operating 
expenses, and the rate or rates of 
depreciation which shall be charged with 
respect to each of such classes of 
property". 

Then sub-section (2):- 

"Nothing in this Section shall require 
any railway company for corporate purposes 
to keep its accounts on the prescribed 
uniform system or charge prescribed deprecia- 
tion rates". 

THE CHAIRMAN: You think those words "for 
corporate purposes" are sufficient to indicate what 
you mean? I think I know what you mean. You might 
have two systems of accounting, one for the Board, and 
the other for their shareholders. 

MR. SHEPARD: That is the intention, that 
we are not - - 

THE CHAIRMAN: Do you think you are covering 


that by the use of the words "for corporate purposes"? 
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MR. SHEPARD: We considered that we were, Mr. 
Chairman. 
THE CHAIRMAN: That is then what you = mean? 
MR. SHEPARD: That is exactly what we mean, 
yes. Sub-section «(3):- 
"The Board or any duly authorized officer 
or agent shall at all times have authority 
to inspect and take copies of all accounts, 
books, records, memoranda or other documents 
of any railway company". 
And this sub-section, according to the note, embodies 
Manitoba's submission with regard to uniform accounting 
and depreciation. 
THE CHAIRMAN: All right, then we will go back 
to page 36. 
| MR. SHEPARD: Yes. Then the matter of 
Statistical ‘procedure is dealt with in Manitoba's 
brief, and it is not suggested that any statutory 
amendment is necessary to give effect to your submission. 
COMMISSIONER INNIS: This is the Statute 
dealing with statistics, with Bureau statistics? 
MR. SHEPARD: Yes, Dr. Innis. We set out 


in our » submission certain matters that we consider 


Should be available by way of statistical information 
which are not now available. 

COMMISSIONER INNIS: Do you know the position 
of the Bureau of Transportation Economics in the 
collection of statistics? 

MR. SHEPARD: I am not too familiar with that. 

COMMISSIONER INNIS: You have not looked into 


that? 


en fn 
Pp» 1? #1 
OR. oetaod cot SE BOS sng vat 


enero ai got Shee en Oe: Pee 


= 
4 
2 


“ x * 
i . whines sche a jaa ior » ’ tee - med o canrep +3 
L {TS Ort ae: Ter, EST Re eb PRE ° PLGA: - 


, y i es 
= . stinbos wt fied ais = ny 
ee © a2 eS cEeyS View {Ne i ‘ba cod ‘a ; 
. 
“ 
e on abe  £ ¥ ra 5 yi o 
erheriyg ven aeatit- dis ge ifete: tiege st 
A 
f% ‘ 
r] “ = + ae oe a oe " a | “a i an) 
: sy? ‘ oe © | EvVEgoS: SEL ’ Day I% wal de 


® 
: ' be wake +. 
1 it WOARS. Mgt ind 4 1G PEE 
; : 
i "i ta “ 1 tees F yt to rary P| ) 
—- 
t habia he } y+ 
' Ynobdetosigah -ta . 
. © ere t ‘, > 
ee és o : 2 ae | ho o Septal x<c 7 + 
-SOED -Omi LiPw. 3 it. Soe! £ <MARN INNS SET 
Le ‘2 * 
x8 anary acd 
our = 7 
‘ : hte ~ 4 aah ‘ 
4 ' sd ‘Noe? > oeey +R ATSNE. aM by 
it aatodit idttwit (ash at vibebouy i feabreétieee 
mi . b * 2 ‘ a ok Vk SS  % ‘ id a 
iets Cas "Teds pbetesesae toa at FP bh tatd 
+ SETS SARS LE ' ga oe ty oF vrseeesen af gagintinee 
é ‘ “a 
« W aL 3 “1 RTs Ry tex cee et, > ders a 
a9 c E. S2iri 4 744 Siae Oh ek Iw 
af ~ > a hd 
‘soltastota yaeouss Atiw. Yasidsiestea Asiw satisebd 
q ‘ 
re a > . 
+ ; te ee eo * ie SEAT Ty dere, > te 
. a ae! ° o tab PR +e eA e Vad © eo Bi fads SEAT eves 
Ms 
ey 
i - a - * 2 = . : as nak 7 ¥ 
ua (Seo tedr oly, eaters yreJyoo a fae hase tye al’ : 
d 
a" te tied a aiid Pet edo eek ee fae — , yulat rs cw oF rl 
on ong Et ims eolkletyete to vyee wd sideifeve ed blucde 
a os 1 
4 + = ri Cy y 
- - i ee eo } ame TS 4 + ’ 
i 'gPlLitc2 Leva. Won g wire oe otitw 
i a 
‘Cisne heh bie, oe) el wT aoe 1 iG - , 
abitittbteog: wid Moh vay ed: E samen 
Fi 
- . . tee ages 
H “hele? rh bo  Bperenire ES bee en ee 14 
ik SRI NL ORO LROCE | MOST carer areey “5 orU8 agit *4 
, p re - aout 
a % « 


\ ok “eb assaave tonite rott 


>. aoseie bere bet epg 


cd 


' Shree? Sheed’ tom Sy eet Gay 


FTP - 21454 _ Mr. Shepard 


MR. SHEPARD: No. TI do know that the D.B.S. 
is responsible, I think, for the bulk of statistical 
data, and the returns filed by the Board, as I understand 
it, are for D.B. purposes, 

COMMISSIONER INNIS: [I understood there was 
a certain amount of duplication between «.. ithem, 

MR. SHEPARD: I am not in a position to give 
any information on that. :. mare 

The subject of depreciation is included in 
the suggested Section 438 A to be added by way of 
amendment to the Railway Act. 

THE CHAIRMAN: Then, back to page 17. 

MR. SHEPARD: Yes, we have already read that 
Section, Mr, Chairman. It is Sub-section (2) as I 
recall it. No, it is sub-section (Lutes requiring 
the Board to prescribe the classes of property for which 
depreciation charges may properly be included, and the 
rate or rates of depreciation. 

THE CHAIRMAN: Yes, go on. 

MR. SHEPARD: It is the Subject of a special 
Chapter (the subject of depreciation) in Manitoba's 
Submission, commencing at page 75 (Vol. 45, p. 8596). 
Your Commission 1s also referred to the evidence of Mr, 
Cooper (Vol. 100, p. 18728 et seq.) on this subject. 

It is pointed out that Mr. Cooper is an expert of the 
highest calibre in the railway accounting field 
and that his evidence Supports Manitoba's submission 
in every detail. 

Manitoba has already expressed the view 
(Vol. 89, p. 17117) that the necessary amendment to 
the Railway Act with reference to the matter of 


depreciation must require the Board of Transport 
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Commissioners to prescribe the rates or raté of 
depreciation to be allowed on certain classes of 
property, the classes also to be prescribed by the 
Board. 

Manitoba is Opposed to the C.P.R.'s Suggestion 
that the railway carriers in Canada should be left 
free to adopt whatever method of depreciation is 
considered appropriate. 

Before leaving the Subject of depreciation, 
reference is made to the evidence of Mr, Newman, for 
the C.P.R., and Mr. Cooper, for the C.N.R. 

In Mr. Newman's evidence (Vol. 93, p. 17661) he 
indicated that rolling stock wheels were turning only 
113% of the time in any one year. This would seem to 
Support Manitoba's view that physical depreciation 
through use is not the major factor. In Mr. eooper's 
evidence (Vol. 100, p. 18734) he indicated that the 
user method would only be preferable if the use factor 
in physical depreciation exceeds 50% of all factors 
compelling ultimate retirement. 

Then the subject of "Segregation of Assets 
and Income Therefrom -- Rail and Non-rail". ‘That is 
covered by a suggested amendment, Section 325C, which 
is found on page 16, Mr. Chairman. 

COMMISSIONER INNIS: This reference to your 
Opposition to the C.N.R. method of depreciation runs 
On all fours with Section 438 A (2), in that you still 
allow them to keep their depreciation for corporate 
purposes, 

MR. SHEPARD: Yes, exactly, and Section 325c 


on page 16, it might be as well if I read that. 
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Sub-section (1):- 
"In the case of a company with assets 
other than those used or useful in operating 
its railway including inland and connecting 
coastal steamship lines, it shall be the duty 
of the Board, for ratennaking purposes, to 
require the segregation of those assets and 
income therefrom from the other assets and 
income of the company. 
(2) The Board shall have full jurisdic- 
tion to determine the proper segregation," 
THE CHAIRMAN: Now, what would be the purpose of 
the segregation? 
MR. SHEPARD: Its purpose would be twofold, 
as I would envisage it, Mr. Chairman. One would be that 
in determining financial need or in determining the 
net operating result of the railway on a general rate 
case, there would then be no dispute as to what items 
of income and expense should go into the railway operating 
results. That would be one purpose. The second purpose 
would be that if at some time in the future a case should 
be determined on a rate base and a rate of return basis, 
that the assets from which that income is earned would 
be allowed either to rail or non-rail, so that in fixing 
your rate base there would be certain assets included 
in the rail assets and certain assets excluded. Those 
excluded would not be entitled to a rate of return out 
of rail earnings, 
THE CHAIRMAN: Well, would this segregation 


itself determine the excluded? 
MR. SHEPARD: Yes, I would expect that it would. 
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THE CHAIRMAN: Very well then. Suppose you 
have this segregation and Some things are excluded from 
rail accounting? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Then would you fix your rates, 
the freight rates, altogether independently of those 
other assets, as you call them, and the income derived 
therefrom? 

MR. SHEPARD: 2€6,. SUbJEe0b to... 

THE CHAIRMAN: And would you let the rail 
requirements stand absolutely by themselves? 

MR. SHEPARD: Yes, subject only to this, Mr. 
Chairman, that if the railways continue on a require- 
ments basis, we would continue to urge, as we have in 
the past, that fixed charges, dividends and Surplus, 
Should be apportioned between rail and non-rail earnings, 
because fixed charges, dividends and Surplus, are 
corporate obligations. They are not obligations exclusively 
of the rail side of the enterprise or the non-rail side 
of the enterprise, 

THE CHAIRMAN: Who would do the allotting? 

MR. SHEPARD: The Board under this amendment 
that we have Suggested. 

THE CHAIRMAN: Is that covered, do you think, 
by that sub-section (2) where you Say the Board shall 
have full Jurisdiction to determine the proper 
Segregation? 

MR. SHEPARD: Yes, sub-section (1) is designed 
in the first instance to have the Board ask the railways 


for what they consider to be a proper segregation. 


(Page 21458 follows) 
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then sub-section 2 ig designed to enable the Boerd, having 
received the suggested Segregation from the railways, to 
determine what they consider to be the proper segregation, 
which might or might not sgree with the railways views, 

THE CHAIRMAN: You mean that the Board may consider 
that certain assets or Sources of income are properly rail, 
wherees the railways think they are not properly rail? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: And vice versa? 

MR. SHEPARD: Yes, 

COMMISSIONER ANGUS: Would the Segregation have to 
uniform for sll railways? 

MR. SHEPARD: Yes, I would think so, Dr. Angus. 

THE CHAIRMAN: of course, they have not all the 
Same assets or the same kind of assets. 

MR. SHEPARD: No. That is quite right. 

THE CHAIRMAN: When you say assets, you mean ony- 
thing they own? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: In the case of the Cansdisn Pacific 
Railway, do you mean their interest in Consolidated Smelters? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: That that might be taken into consider- 

ation by the Board and have the effect perheps of lowering 
their freight retes? 

MR. SHEPARD: We would never argue thet the CEPR 
holdings in Smelters should constitute 2 part of the rail 
enterprise, aeyine 

THE CHAIRMAN: What is the object of/the Board 
power to consider it then? 

MR. SHEPARD: It would be considered by the Board 


Only es an asset,so that the Board would determine whether or 


not that wes a rail asset. 
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THE CHAIRMAN: Thet is whet I say.I Suppose you say 
then if you were arguing, you would ask the Board not to 
consider it as 3 rail asset? 

MR. SHEPARD: That has been our position up to 
now. 

THE CHAIRMAN: Thset it is not e roil asset? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: And should not be considered either 
for or against freight rates? 

MR. SHEPARD: Except in the matter of the total 
requirements of the corporation for dividends, fixed charges 
end surplus; other income and the essets earning that other 
income should bear a proper shere, in our Submission, of 
those requirements. 

THE CHAIRMAN: For those particular requirements? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Dividends and whet else? 

MR. SHEPARD: Fixed charges, dividends and Surplus. 

THE CHAIRMAN: Fixed charges, dividends and surplus, 

those three requirements. Those should be met by reference 
not only to rail revenue but to 311 other revenue as well? 

MR. SHEPARD: Yes; on the basis that those are 
corporate requirements in any corporation. 

THE CHAIRMAN: All right. 

MR. SHEPARD: Going back now to page 38: 

Manitoba hes suggested that the Railway Act be 
amended by adding thereto Section 325C, the gist of which 
is to require the segregation of assets betwwen rail ond 
non-rail and the income derived from eah class of asset, 

THE CHAIRMAN: Pardon me, but where sre you reading 
from? 

MR. SHEPARD: The top of page 38, sir. 


@HE CHAIRMAN: Oh, yes. 
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MR. SHEPARD: Monitobe fully supports the views 
expressed in regard to the foregoing matters by Mr. Cooper 
on behalf of the C.N.R. 

It should be emphasized that Manitoba's submissions 
on these matters sre not an end in themselves. The desired end 
or result is to have information made available to enable the 
Board of Transport Commissioners tO police effectively the 
railweys in order to Safeguard the public interest. 

Then turning next to the Subject of maintenance, 
while paragraph 2 (d) of p.c, 6033 -- 

COMMISSIONER ANGUS: Is the implication of this 
paragraph on segregation, Mr, Shepard, that the rail income 
of the railway should pay whatever is considered adequate 
dividends on its rail investment? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: On its rail investment? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: That would be the meesure, would it, 
of frei ght rates - adequate dividends to the railways on their 
investment? 

MR, SHEPARD: I do not think I would go quite thet 
ae 

THE CHAIRMAN: That is what you just said, 

MR. SHEPARD: Perhaps I should reconsider what I 
have just said, if that is what it amounts to. I do not think 
that the railways or rather that the C.P.R. - because the 
C.P.R. is the only railway with common Tg S aay a take the 
attitude thet they are entitled to earn a ‘/say,5% dividend 
out of rail earnings ad infinitum. If the eonomic worth of the 
rail enterprise becomes less because of competitive factors, 
it would seem to me that,as a general principle of ell 
corporations, the risk capital by its very nome, in that 


corporstion must take the risk of the railways becoming a 
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declining segment in the transportation economy end would 
therefore only be entitled to earn a smaller return. 

THE CHAIRMAN: That is to say, the risk capital 
would bethe measure instesd of the historical investment. Is 
that it? 

MR. SHEPARD: No,sir., I thought thet I was 
answering your question 3s to whether the C.P.R. should always 
earn a fixed dividend on its common stock out of its rail 
earnings, 

THE CHAIRMAN: No, I think the question was 
whether the freight rates should be set with e view to 
éllowing the C.P.R. to earn @ proper return on its investment. 
I think you said yes. 

MR. SHEPARD: Yes, on the assets go used, 

THE CHAIRMAN: On its investment? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: On what investment? 

MR. SHEPARD: On its investment. 

THE CHAIRMAN: How would you determine the value of 
its investment? 

MR. SHEPARD: I think thestartingpoint would be 
its book values and I think from there you would move into 
en investigation to make sure that there are assets used and 
useful in the enterprise behind the book values shown in the 
books. Having established a value, a proper return, 
which is I think the phrase you used, a proper rate of return 
on that value would necesssrily take into sccount the factors 
thet I just mentioned which might result-- if thelpltint. was 
unable, , because of competitive factors, to earn its present 
level of returns or its past level of returns; ~in a2 prope xc 

ee ecturr on that r&ée base, which is what it would be, that 
might be substm tially less then it is envisaged to be 


me vhe C.P.R. today. 
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COMMISSIONER ANGUS: You ee really modifying there 
this principle of historic cost less deprecistion? 

MR. SHEPARD : No I would not depart from thst. 

THE CHAIRMAN: + thought you just said that present 
day values may be very different from former day values on 
account of competitive medis of transportation that have come 
along. 

MR. SHEPARD: Not present day values, Mr. Chairman, 
but the ability to earn 5 return on an established valuation. 

THE CHAIRMAN: Does not ability to earn determine 
the value? 

MR. SHEPARD: [I Suppose it does, yes; but the 
concept of vaiue I had in mina was an established asset value 
of property used and useful in the enterprise; and one method 
of doing that is to take the book value, investigate the 
figures in the book value, confirm or alter them accordingly 
after investigation, and that becomes your rate base. My 
point was that the rate of return to be allowed on that rate 
base would be dependent mthe general positionof the raiways 
in the Canadian transport economy. 

THE CHAIRMAN: Having regard to competitors? 

MR. SHEPARD: Yes. 

COMMISSIONER ANGUS: Does that not raise a difficulty 
in this way, that the ability of the railway to earn depends on 
the rate set by the Board of Transport Commissioners, and 
you want to make the rates set by the Board of Transport 
Commissioners depend on the ability of the railwsy to earn? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Is that not s circular argument, 

Mr. Shepard? 

MR. SHEPARD: No, I do not believe it is,Dr.Angus. 
We are not denying the right of the railways to earn a fair 
return under existing conditions. 


THE CHAIRMAN: A fair return on what? 
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MR. SHEPARD: On the value that I have been 
discussing, 

THE CHAIRMAN: The value? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Yoy mean the present-day value? 

MR. SHEPARD: I mean the value fixed in the manner 
I have been discussing with you, by a reference to the 
book value, the investigation of the book value and . 
alteration possibly of the book value as 9 result of such 
investigation, 

THE CHAIRMAN: Alteration, to bring it down to 
whot? To bring it down to its present-day value? 

MR. SHEPARD: It would bring it down to its present- 
day value of the assets used and useful in the railway enter- 
prise, depreciated, 

THE CHAIRMAN: Would that velue necesserily mean 
What it might be Sold for? 

MR. SHEPARD: I do not believe I would go that 
far, because what it might be sold for is, Dithink, ar 
most anybody's Suess, Mr.Chairman. In my respectful sub- 
mission, it would be sa brave man or group of men who would 
buy e railway today in this country. It might have to go 
ata Substantially lower price, 

THE CHAIRMAN: On the other hand, would you go so 
far as to Say that we must maintain railways? 

MR. SHEPARD: Yess) Iowoul ds 

THE CHAIRMAN: And that we must maintein the Canadian 
Pacific as 9 private enterprise railway? 

MR. SHEPARD: That is our position today, 

THE CHAIRMAN: That is your position. 

MR. SHEPARD: But I am not suggesting that it would 


be our position Lf conditions changed in the future. 
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THE CHAIRMAN: Nobody can tell what conditions 
would be if conditions changed, 

COMMISSIONER ANGUS: Have you quite dealt with 
my point sbout the argument being circular, Mr. Shepard? 

MR. SHEPARD: I think that what I tried to convey 
wes this, Dr.Angus. We ere not denying the right of the 
Oe Rg. GO Sarno proper return on 3 properly established 
rate base, or to earn requirements properly fixed. But by 
using the word "properly" ag often as I have in thet des- 
cription, it would necessarily have to teke into account 
the earning capacity of the railway enterprise Which, in 
my submission, is substantially less than it was say in the 
1920's, or prior to the 1920's when it was still a8 monopoly. 

COMMISSIONER ANGUS: The earning Capacity, with oa 
limit on the rate which the railway may charge, or without 
| iimit? 

MR. SHEPARD: I would even go so far as to say 
without a limit, because you get to the point of diminishing 
returns if you do not put a limit on rates; and if competition 
continues to erode into the railway revenues, it means thot 
an increasingly small portion of the total revenues can be 
increased by rate increases, snd eventually their eerning 
Capacity is very adversely affected if that concept is 
carried on indefinitely. 

COMMISSIONER ANGUS: I do not think thot the Canadian 
Pacific has ever claimed 5 right to a bigger rail income thon 
the economic ceiling of rates would give it. I may be wrong 
there, but I think its only claim is that the legal ceiling 
Should be advanced to give it, if necessary, the full economic 
Scope, 


(Page 21460 follows) 
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MR. SHEPARD: This igs & subject I deal with 
later in argument, 

COMMISSIONER ANGUS: ail right, 

MR, SHEPARD; [ might just say that it does 
seem to me that the C.P.R. in wanting to re-establish its 
credit position by restoring the price in the open market 
of its common stock to par or higher, is in effect seeking 
to place itself in a Class by itself in the railway 
industry on this continent, As I understand it they are 
Seeking to put up the freight rates to a point where 
their common stock will sell at par or higher, and if 
that is done it seems to me that they are hoping to get 
@ return which, in view of the competitive pressures 
that they are under today, they are not entitled to earn, 

MR COMMISSIONER ANGUS: Well, doesn't that mean 
which they are quite unable to earn? 

MR. SHEPARD: Quite unable to earn is perhaps 
& more accurate way of putting it, 

COMMISSIONER ANGUS: But have they asked for 
more than the freedom to try? 

MR. SHEPARD: Perhaps not, Shall I continue? 

THE CHAIRMAN: Yes. 

MR. SHEPARD: 

Maintenance 

While paragraph 2(a) of P.C, 6033 does not 
make specific reference to the subject of maintenance, it 
is considereq appropriate to comment upon it at this time 
Since it is a most Substantial expense item and is 
therefore related to accounting and also since it ig 
related to the matter of depreciation, (See evidence 
of Mr. Cooper Vol, 100, p. 18731). The matter of 
maintenance expenses is introduced into our argument here 


for two reasons, firstly, as an illustration of the 
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necessity of the Board of Transport Commissioners policing 
all railway expenses and, secondly, because it is so 
large an amount in the railway operating expenses, 

This subject is dealt with Our brief at page 89 
(Volume 45, p, 8630), and is also the Subject of comment 
in section 325A(3)(b) ana 325A(4), which we looked at 
yesterday, They are on page 14, 

THE CHAIRMAN; Pardon me, did you say page 14? 

MR. SHEPARD: Page 14, Section 325A(3)(b) 
reads: 

"The Board in determining any application under 
this section shall have due regard to all charges 
and expenses of the company, including maintenance 
charges," 

The second amendment is 3254(4) which reads: 

"In determining an application under this 
section it shall be the duty of the Board to make 
independent studies and investigations in 
respect to the financial and other affairs 
of the company for the burpose of safeguarding 
the interests of the public generally or any 
portion thereof," 

I might comment that I quite appreciate that 
that amendment, as well as some of our other amendments, 
is quite within the powers of the Board to do today, but 
the reason the province of Manitoba considers it is 
necessary to have definitive sections included in the Act 
is that in the past the Board has not carried out its 
duties as we consider them to be as an administrative 
tribunal, We consider these sectias are necessary to 
give the Board guidance and direction, 

COMMISSIONER ANGUS: When you use under 325A(3)(p) 


the words "the company", and in paragraph (c) "the railway", 
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does that mean that the Boarg will do this in respect 
of all companies and all railways, or do you mean the 
applicant railways, or have you the Canadian Pacific 

Reilway in mind? 

MR. EVANS: The wora "company" is defined in 
the: Act ; 

MR. SHEPARD: We have in mind all applicant 
railways. Of course in drafting this we were conditioned 
to some extent by the past applications that we are most 
familiar with where the application has been made by the 
Railway Association, but the Canadian Pacific Railway 
because of its nature, being the only privately owned 
large railway in the country, has been the yardstick, 
and we have in mina particularly the necessary investi- 
gation of Canadian Pacific Railway Operating expenses, 

THE CHAIRMAN: In section 325A(1) you provide 
that the Board shall hear and determine an application 
by or on behalf of any party interested for an increase 
of tolls, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Would one railway apply alone for 
an increase of tolls? 

MR. SHEPARD: They have not in the past but there 
is no reason why they might not in the future, Mr.Chairman, 

THE CHAIRMAN: 411 right. 

MR. SHEPARD: C.P.R, maintenance costs have 
trebled since 1939 -- an increase so large that it cannot 
be accounted for in our Submission by increased traffic 
» volume coupled with increased costs of labour and 
material, I might mention that on page 31 of the 1949 
C.P.R, annual report is found the 1949 maintenance 
expenses of the railway, and they totalled Something over 


$156 million, 
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THE CHAIRMAN: You are referring to the 
Canadian Pacific report? 

MR. SHEPARD: The Canadian Pacific annual 
report for 1949, On page 31 it shows maintenance of 
way and structures, $70,872,355, ana maintenance of 
equipment, $75,653,176, so that they total something 
over $156 million, 

THE CHAIRMAN: Your comment on those figures is 
that they cannot be accounted for by increased traffic 
volume coupled with increased costs of labour and 
materials, 

MR. SHEPARD: That is Piet, 

THE CHAIRMAN: Do you suggest how they are 
otherwise accounted for? 

MR. SHEPARD: Our position before the Board 
and before this Commission has been that because of this 
facti, applying our best thought to the matter -- it 
Should be $146 million in 1949 and not $156 million, 

THE CHAIRMAN: What is that? 

MR. SHEPARD: I gave the figure of $156 million, 
The total is $146 million. 

THE CHAIRMAN: $146 million. 

MR. SHEPARD: Yes, I was $10 million out in my 
addition, Our position has been with regard to this 
matter of maintenance that it has increased so sub- 
Stentially over pre-war levels that the Board should 
investigate the level of maintenance expenses, In the 
next few pages of my argument I develop the past attitude 
of the Board on the matter, and what we consider should 
be their attitude. 

THE CHAIRMAN: What is the past attitude of the 
Board, to accept the figures given to them by the company ? 


MR. SHEPARD: With one exception which I have 
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Set out in the argument. On the 8% interim eward 

the Chief. Commissioner Gave as one ground for the post- 
poning of his final determination of the case the 
necessity for investigating and Studying the level of 
maintenance expenses, In the 16% determination that 
was not further commented upon, 

THE CHAIRMAN: What happened to that decision 
in the 8% case? 

MR. SHEPARD: That was the decision which was 
appealed by the C.P.R. to the Supreme Court and on two 
questions of law both of which were answered in the 
affirmative by the Supreme Court, and which resulted in 
a reference back to the Board of Transport Commissioners 
ror fine) determination, The Supreme Court held that 
their interim award was bad in that the grounds of 
postponemeat of final determination of the case were 
not proper, 

THE CHAIRMAN: Does that mean they were to 
proceed no further in ascertaining what the real main- 
tenence was, and to accept the figures as they had them, 
or that they were to proceed by themselves to find out? 

MR. SHEPARD; They did not make any determina- 
tion of that alternative that you have put to me, They 
Simply said that the railway had made out 4 case and 
they must be granted relief on the basis of the case made, 

THE CHAIRMAN: Perhaps if we had the decision << 

MR. SHEPARD: I come to it. 

THE CHAIRMAN: Oh, you are coming to it, All 
right. 

MR. SHEPARD: Yes, Manitoba considers it 
vital that the Board of Transport Commissioners make 
independent checks and studies on this subject and 


that it should not Simply accept unchallenged the 
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evidence of the Reilways in this regard, It is for 
this reason that the amendments mentioned have been 
suggested, A reading of the relevant portions of 
the three recent judgments of the Board shows that 
it has not in the past fulfilled what the Provinces 
contend to be its duty with reference to the matter of 
meintenance, 
A reading of the relevant portions of the 
21% judgment, dated March 30th, 1948, commencing at 
p. 28 indicates that the Board made no independent 
Studies whatever with reference to the matter of main- 
tenance, For example, at page 29 the Chief Commissioner 
States: 
"The question arises as to how long 
deferred maintenance may appropriately con- 
tinue to be deferred, This question I 
am unable to answer on what is before us." 
It is Manitoba's Submission that no judgment of an 
administrative tribunal Should contain any such Statement. 
If the tribunal has not sufficient materialbefore it 
to make a determination of any matter relevant, it is 
its duty to make an independent investigation and to 
demand from the railways the necessary information to 
enable it to reach a proper conclusion, In the 8% 
interim judgment dated September 29, 1949, the Chief 
Commissioner in the Majority Judgment deals with the 
matter of maintenance costs and deferred maintenance 
beginning at the bottom of page ll, He recognizes the 
necessity for further study by the Board and such 
further study was one reason for postponing the final 
determination of that case. 
This matter is dealt with in the final 


judgment -- it is perhaps now the semi-final judgment -- 


”% * 
vas? 
it. pray 
4 *« 


; r P 
> ouas Hg ied 49 BF - Th asy' 
~* ay } erey Ey 5 Boy gate *> woes sephe Ade ale 9 a he 
nie y zy - y i g : “ 
SPOR Ways 
OS wt 
] ; ed Tae io th, as ; ths 
rep tharee fhieetesl thats bat LCL: \ Skies ad a] ze 
Canals Bde ETSI 5S EE A | 


RE Rea Iker Peeks 
Pl Sep Bt" sostad: BLAT 
Pepe 2 


ory b om ‘3 a 
a+  dogwemot ME ottter beter ede. Goh agit at ed 
at @, 


~~ ae” > 
_ 7 , 


“a 


7. a om. 7 f a 


NP 


- 21466 - Mr. Shepard 


in the 20% Application dated March lst, 1950, under 

the heading of "Level of Maintenance", commencing at 
page 9 of that Judgment, No reference is made to 

the statement in the Interim Judgment that further 
study would be required by the Board and the reader 

of the 16% Judgment is lert with the definite 
impression that the Board is of the view that since 

the respondent Provinces were unable to adduce positive 
evidence, proving that some elements of the maintenance 
expenses should have been disallowed for rate-making 
purposes, that the railway evidence must be accepted. 

It is because of this latter attitude that 
Manitoba urges the amendment already discussed with 
reference to the matter Of maintenance, 

THE CHAIRMAN: Does . this give us the full 
story? What did the Supreme Court Say on that very 
question? You told us the Board Said they could not 
determine this matter of maintenance until they got 
further information from the railways. 

MR. SHEPARD: Yeg -- no, I am wrong there, It 
was not further information from the railways. It was 
until they had made further studies, 

THE CHAIRMAN: Who? 

MR. SHEPARD: The Board. 


THE CHAIRMAN: What did the Court Say about that? 


MR. SHEPARD: I will have to look that up. I 
might read first, Mr, Chairman, an excerpt from the 8% 
Interim Judgment which is found on page 11 at the bottom 
of the page, 

THE CHAIRMAN: The Court's judgment, or the 
Board's? 

MR. SHEPARD: This is the Board's judgment. 
I shall read that first, if I may, and then give you what 
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the Supreme Court said. 

"On the hearing of this epplication the 
applicants restated and brought up to date their 
¢vidence and exhibits with reference to maintenance 
costs, I think that these maintenance costs 
will require further Study before any decision can 
be given, even assuming that the requirements of 
the Canadian Pacific Railway are to be accepted 
as the yardstick for a4 further increase in freight 
rates," 

He says they require further study. 

THE CHAIRMAN: That means that in the case of 

the Chairman at least the railway had not brought for- 
ward sufficient evidence to justify the increase that 


they were asking for, 


(Page 21470 follows) 
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MR. SHEPARD: Yes, my only point in discussing 
this matter at all, is that in Manitoba's view,, in which 
we are Supported by «the other provinces, if the C.P.R. 
had not brought forward what they consider to be enough 
evidence, the C.P.R. * brought forward, in fairness to 
them, all the evidence that the C.P.R. felt necessary; 
but if the administrative tribunal required further 
information, it was their duty, as an administrative 
tribunal, either to conduct studies of their own or to 
obtain that information. 

THE CHAIRMAN: When you say "obtain"it - - 

MR. SHEPARD: From the railways. 

THE CHAIRMAN: Well, that is just what they 
Said they intended should be done before they would 
give a judgment. Isn't that what they said? 

MR. SHEPARD: That is what they said. 

THE CHAIRMAN: What did the Court say then, 
please? 

MR. SHEPARD: Then the Court in dealing with 
the matter of maintenance says this, and this is the 
Judgment of Mr. Justice Kellock in the case which is 
reported in 1950 S.C.R. page 25, and I am reading from 
page 31:- 

"The third matter under this head..." 

(And he is referring now to the matter of postponement) 

"> ,..was the question of maintenance 

costs and ‘deferred maintenance'. As to t 
these the Judgment says that -- 
(Then, quoting from the Judgment) 
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‘the question of proper maintenance 

costs as well as that of deferred 

maintenance will require further Study 

by the Board in the light of additional 

information and accounting procedure 

which may flow from the recommendations 

of the Royal Commission, ! 

"From these references it is apparent that 

the postponement is until the General Freight 

Rates Inquiry (to be conducted by the Board 

itself), the report of the Royal Commission on 

Transportation, and probably (but perhaps not 

SO clearly) the consideration by Parliament of 

that reports have lal come to pass", 
Now, he does not Single out the Board's comment on main- 
tenance for particular reference, but in that Short 
Paragraph I have just finished reading he couples it with 
the other matters that were considered by the Chief 
Commissioner as proper grounds for postponement when he 
made his interim award. 

THE CHAIRMAN: Then, do you interpret that as 
meaning not that the Board might not have adjourned their 
hearing until they got further evidence from the railway 
as to maintenance, but - - 

MR. SHEPARD: No, I don't think that either 
ourselves or the railways would have considered that to 
be a bad basis in law. It would not have a declining 
of jursidiction by the Board if the only ground for an 
interim award was "we must study this one matter further", 
Then I think all parties would have said: "Now, as soon 


as that study is done, the Board must reach a final 
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decision, 


THE CHAIRMAN: Then, are your proposed amend- 
ments intended to make it plain that the Board has such 
power, and not only has it, but will have the duty in 
the future? 

MR. SHEPARD: That is the sole purpose of the 
amendment we have been discussing, Mr. Chairman. 

THE CHAIRMAN: All right. 

MR. SHEPARD: Now, the matter of ‘Accounting 
and Statistical Procedure Related to Rate Making", 

The evidence of both Messrs. Jefferson and 
Liddy pit is Submitted, if viewed broadly, carries 
with it the strong Suggestion that the rate-making 
System is one based Solely on experience and jJudg- 
ment and has been unchanged in any important aspect 
for many years while the costs of the C.P.R. incurred 
in general or in relation to Specific types of traffic 
are either unknown, or if known are not considered 
during the process of rate making. 

The C.P.R. attitude might be paraphrased thus: 
the rate-making system in the past has produced suf- 
ficient revenue to meet the operating expenses and 
therefore it should not be changed; if costs go up 
rates will have to be increased, and the increase 
Should be applied primarily to the non-competitive 
traffic, unless the railways decide otherwise, 

But the C.P.R. rate-making system evolved 
during a period when there was much less competition 
than there is today and competition will increase in 
the future with the result that a greater proportion 
of the total traffic will have to be carried at rates 
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reduced to meet the competition. Consequently, the 
railways' submission would place an ever-increasing 
burden on the long haul non-competitive traffic. 

It is Manitoba's submission that the problem 
created by competition must be viewed realistically and 
cannot be solved by regulation of competing carriers. 
The solution lies rather in determining if possible 
what traffic can be carried at a profit by the 
railways. Traffic offered, which would if accepted 
be carried at a loss, should be refused, and indeed 
Mr. Jefferson in Vol. 79, p. 15757, said he would not 
knowingly carry traffic at a loss and if he knew 2 
rate was non-compensatory he would forego the traffic. 
(C.P.R. Submission, Part I, p. ei: 

The important thing obviously is whether it 
is possible to make a sufficiently detailed and 
accurate analysis of the sources of railway revenue 
and an acceptably accurate analysis of costs com- 
parable to the revenue analysis. The C.P.R. witnesses 
have made it clear that in their opinion revenue and 
expenses cannot be properly broken down. (See evidence 
of Mr. Walker, Vol. 64, p. 13494). They have 
further made it clear by their attitude that rail- 
roading is so complex in its revenue and expense 
aspects that only specially trained railroad personnel 
are capable of understanding the problems. 

That may seem like a very broad statement, 
Mr. Chairman, but I might refer the Commission to 
Volume 117, page 21133, where Mr. Armstrong said 


in giving evidence on C.N.-C.P. co-operation - - 
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THE CHAIRMAN: Which Mr. Armstrong? 

MR. SHEPARD: Mr, Armstrong the second, I am 
not sure of his initials. He said this: - 

"In my opinion no such outside Doty 
(he was referring to the Suggested tribunal that would 
enforce co-operation between the two railways) 

"4.+..could possibly get inside the brains 

of management and know the reason for manage- 
ment's conclusion". 
And it is that attitude on the part of the C.P.R. that 
I had in mind in what I have Just been saying. 

In other words, leave the problem to C.P.R. 
management -- it knows best and it is doubtful if 
anyone else could understand it. On the other hand, 
Mr. Fairweather of the C.N.R. stated that the CNR, 
has developed an elaborate costing system over the 
years. (Vol. 110, p. 20159). 

Unless the C.P.R. changes its attitude and 
makes every effort to conduct an intelligent self- 
examination of its accounting methods we make bold 
to predict, perhaps because of our ignorance, but in 
any event because of a deep-rooted sincere conviction, 
that their present problem due to competition will 
be aggravated rather than solved. 

If the best available outside experts on 
cost and revenue analysis applied themselves to this 
problem, we are confident that a system could be 
worked out whereby the railways would know in con- 
Siderable detail the sources of rail revenue and the 
cost of earning that revenue. With this knowledge at 
their disposal the railways would then be in a posi- 


tion to consider traffic as offered and forego that 
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for which costs would exceed revenue, leaving such 
traffic to. their competitors, In our view this is a 
realistic approach to a Solution to the problmm in 

a realistic manner. 

COMMISSIONER ANGUS: Mr. Shepard, are you 
Suggesting that the Canadian National Railways on the 
one hand and the Canadian Pacific on the other have 
different policies in relation to competitive rates? 

MR. SHEPARD: In relation to testing the 
compensatory nature of those rates, I can only go by 
the evidence and the impression it made on me, that 
was presented before this Commission, and I would answer 
your question by saying "yes", 

COMMISSIONER ANGUS: That they have different 
policies in fact as well as different opinions? 

MR. SHEPARD: I certainly gathered a different 
impression from the evidence of Mr. Fairweather dealing 
with their method of costing in the C.N.R. 

COMMISSIONER ANGUS: No, but s*did they give 
any practical effect to that, or are you suggesting 
that the Canadian National Railways have knowledge 


which they do not use? 


(Page 21477 follows) 
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MR SHEPARD: No, no, I am not suggesting that at 
all, Dr. Angus. I think that they do. I think that the 
way I would interpret the Evidence of the C.N.R. is that 
they use their costing system to determine whether rates 
are compensatory or not. My criticism of the C.P.R. in 
this section of the argument is that they have not got 
such a costing System, and I gathered from the evidence 
of Mr. Jefferson -- and I gO on to develop it here 
further -- that he applied certain tests which in Mr. 
Fairweather's evidence he did not consider to be accurate 
or complete enough, and that, having applied those tests, 
he decided that the rate was compensatory. 

COMMISSIONER ANGUS; My question is really thie: 
AS a matter of fact are the competitive rates charged by 
the C-nadian National Railway higher, as that would 
Suggest, than the competitive rates charged by the 
Canadian Pacific? 

MR SHEPARD: No. The rates, of course, are the 
Same for both railways. 

COMMISSIONER ANGUS: In that case the Conadian 
Pacific would be getting the benefit of the studies of 
the Canadian National, if the level was based on those 
Studies. 

MR SHEPARD: Well, I doubt very much whether 
that would be the practical effect, because -- although I 
do not know; this is more or less 2 discussion in a 
vacuum as far as I am concerned, but :.the C.P.R. would not 
always be the last person or the last of the two railways 
to fix a competitive rate, and they should have the--- 

THE CHAIRMAN: 9. The last? Is that what you 
said? 

MR SHEPARD: Yes. In other words, I am speaking 


now of a competitive rate being fixed by either the C.N.R. 
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or the C.P.R. Dr. Angus! question--- 

THE CHAIRMAN: ‘That is, do they fix their com- 
petitive rates independently of each other? 

MR SHEPARD: TI have understood that they do, yes. 

THE CHAIRMAN: Between given points. 

MR SHEPARD: But once the rate is fixed the other 
railway would charge the same rate. 

THE CHAIRMAN: That is, the lower rate, 

MR SHEPARD: They would charge the new competitive 
race Pivedy 

THE CHAIRMAN: Fixed by whom? 

MR SHEPARD: Fixed by whatever railway fixed it. 

THE CHAIRMAN: You mean the lower? 

MR SHEPARD: Yes. 

THE CHAIRMAN: Suppose they both had competitive 
rates, do they start a rate competition? 

MR SHEPARD: No, that is not my understanding, Mr. 
Chairman. Their competitive rates are not competitive as 
between the two railways. 

THE CHAIRMAN: They get together and agree on 
what they should make as 4 rate to compete with the trucks; 
is that it? 

MR SHEPARD: TI do not believe I am the right person 
to ask just how they fix competitive rates among themselves, 
Mr. Chairman. 

THE CHAIRMAN: Does it always turn out that in 2 
given area the two railways have exactly the same competitive 
rates? 

MR SHEPARD: That is my understanding, very 
definitely. 

COMMISSIONER ANGUS: Did you ask Mr. Fairweather, 
or did anyone ask him, how his studies actually affected 


competitive rates charged by the railway? 
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THE CHAIRMAN: You are Saying they approach this 
problem from different points of view; how can 
they arrive at the same rate, then? 

MR SHEPARD: This Section of the argument is 
pointed to the fact that from the C.P.R. evidence it is 
apparent to me at least that the C.P.R. fixes its rates 
on experience and judgment, and I am not critical of that 
a6 tar 28 If foes. 1 think they are bound to use exper- 
ience and judgment in fixing rates. But what I do say is 
that any business--- 

THE CHAIRMAN: You are talking now of competitive 
rates, are you? 

MR SHEPARD: I am talking of the fixing of any 
rates. I would Say this--- 

THE CHAIRMAN: Any rates below the ceiling? 

MR SHEPARD: tas Pee eB ape 

THE CHAIRMAN; Below the ceiling. 

MR SHEPARD: Yes, sir. I would Say that any 
business -- take as an illustration or an example a corpor- 
ation the size of United States Steel Corporation, which 
has many, many aspects to its operation. I am quite sure 
that that business knows the costs that it incurs in pro- 
ducing any one of the many articles that it produces, and 
my criticism is directed to the failure of the C.P.R. to 
make an effort to determine those costs. 

Mr. Walker in his evidence said that there were 
too many arbitrary factors. Now, my advice from technical 
people is that a Satisfactory cost analysis could be made, 
and it would be effective, in my Submission, for the C.P.R. 
to have that made, so that in addition to applying their 
judgment and experience to the problem of fixing rates they 
would be able to have reference to their cost analysis 


System, and would forego traffic which was going to cost 
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them more to haul than there was revenue in sight for that 
traffic. 

THE CHAIRMAN: You have no fault to find with the 
method pursued in these matters by the Canadian National 
R ilways, have you? 

MR SHEPARD: I would Say--- 

THE CHAIRMAN: You seem not to, by what you say 
about Mr. Fairweather. 

MR SHEPARD: That is right, yes, sir. 

THE CHAIRMAN; Well, mustn't they arrive at the 
Same rate? 

MR SHEPARD: Well, that was the point I was dis- 
cussing with Dr. Angus previously, sir. I do not know 
enough about how they arrive at the rates to perhaps be 
competent to answer that question, but I would say offhand, 
and perhaps--- 

THE CHAIRMAN: Could you have this Situation, 
where between the two railways, over the Same area, between 
the same points, one would have to: say,. the OC) PuR- would 
have to say, "We must abandon that, we cannot enter into 
this competition because it would not pay us," and let the 
C.N.R,. take it, because in their case it would pay them? 
Have you in mind any Such conclusion being arrived at? 

MR SHEPARD: No, I have not. 

COMMISSIONER ANGUS: May I put my question a 
Little differently, in this way: Did Mr. F irweather sug- 
Sest any dissatisfaction with the level of competitive 
rates as a result of his studies Did he suggest that 
those rates had been made unnecessarily low, for instance? 

MR SHEPARD: No, I do not think that he did; but 
my point is not, Dr. Angus, so much what the levels of 
competitive rates are today, but if some of those rates 


are actually costing the railways money, they cowld effect 
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an cconomy by foregoing that traffic, and unless they know 
their costs they cannot tell whether or not they are losing 
money. 

COMMISSIONER ANGUS: No, but apparently Mr. Foir- 
weather did know their costs, or said that he did, and was 
the result that he felt any dissatisfaction? 

MR SHEPARD: He did not express any, no. 

COMMISSIONER ANGUS: was he asked that? 

THE CHAIRMAN: Does it mean that in certain 
cases one of the railways would remain in the field and 
the other would get out? 

MR SHEPARD: I would not expect it to mean that, 
Sir, but I would prefer to have that Question enswered by 
the railways. 

THE CHAIRMAN; Well, I was wondering what you 
have in mind, you see. 


We will adjourn for 2 few minutes. 


-——— wee ee 


MR SHEPARD: [I Cha nic" Teo me@y continue, Mr. 
Chairman, I was at the middle of page 43; 

When the net revenue position of a railway is 
unsatisfactory there may be many causes for the condition. 

THE CHAIRMAN: What do you mean by unsatisfactory? 
When there is no Surplus, or what? 

MR SHEPARD: When there is not sufficient revenue 
to pay fixed charges, dividends and a Surplus. 

THE CHAIRMAN: Insufficient, then. 

MR SHEPARD: Yes. 

It is submitted that an important cause for the 
C.P.R. position today is its failure to analyze revenues and 


costs to determine what traffie is losing money. Improvement 
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in that position -- that is, their net revenue position -- 
may be attained by increased traffic, increased efficiency, 
increased rates or decreased costs. Costs may be decreased 
by higher productivity of labour or by foregoing traffic 
1f.it As non-compensatory. 

THE CHAIRMAN: Pardon me. Are you pointing out 
to the C.P.R. what they ought to do today to better their 
position? Is that what you mean? 


MR SHEPARD: TI am not pointing out to the 


C.P.R.--- 

THE CHAIRMAN: For instance, you say "increased 
trarfico”™ "Improvement in that position may be attained 
by increased traffic". Who would see to that? 


MR SHEPARD: Well, I am not Suggesting. That is 
Simply 2 Statement, Mr. Chairman, of how the net position 
Of any railway can be improved. It is a Beneral statement 
of the factors that might contribute to the improvement of 
the net position. I mentioned earlier this morning, “A 
think, in answering Dr. Angus, that one factor would be the 
Sener2l development of Canada, which would result in more 
traffic being offered to all the carriers, and that would 
result in increase@d traffic to the C.P.R., of course. 

THE CHAIRMAN: Then you say ‘an important cause 
for the C.P.R. position" -- do you mean unfavourable position 
today” 

MR SHEPARD: Yes, sir. 

THEY CHATRMAN: ©" 00.0 tig tits failure to analyze 
revenues and costs to determine what traffic is losing 
money." 

MR SHEPARD: That is one of our Submissions, yes, 

THE CHAIRMAN: You arrive at that conclusion after 
hearing the evidence of the C.P.R. officials themselves 


MR SHEPARD: Yes, Mr. Chairman. 
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We are satisfied that some classes of C.P.R. 
traffic are today being carried at a loss but since no 
C.P.R. witness could give definite figures it is impossible 
without a proper revenue and cost analysis to determine 
what is the non-compensatory traffic in order to eliminate 
it. 

THE CHAIRMAN: What evidence have you, then, to 
Say that you are Satisfied that certain traffic is carried 
at a loss? 

MR SHEPARD: [I £O on to develop that, Mr. Chairman. 

THE CHAIRMAN: lj right. 

MR SHEPARD: In fact I think I covered that yester- 
day. I am not Sure what section of the argument it is. Yes, 
it was yesterday, Mr. Chairman. I did mention seven classes 
of traffic, three Of which the C.P.R. had stated they con- 
Sidered to be compensatory, and the other four classes of 
traffic, in my Cross-examination of Mr. Jefferson, they had 
not said whether it was compensatory or not. 

THE CHAIRMAN: Haven't they said broadly that all 
rates fixed by themselves are compensatory? 

MR SHEPARD: [I think perhaps they have, but I 
remember at the time Mr. Jefferson was on the Stand, Mr. 
Chairman, Dr. Angus pointed to the fact that these three 
Classes of traffic which were considered by the C.P.R. to be 
compensatory -- and, as I recall it, they were agreed charge 
traffic, and I do not recall the other two at the moment--- 

THE CHAIRMAN: Well, competitive rates. 

MR SHEPARD: Yes, competitive rates was another, 
and I have forgotten the third, Mr. Chairman. mr. Jeffer- 
Son's Evidence: was to the effect that the ber car mile earn- 
ings plus Other tests that he Suggested, on those classes of 
traffic, were above the system average per car mile earning, 


and therefore they were necessarily compensatory. Now, if 
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those three classes of traffic constituted any substantial 
Section of the total railway traffic, it Stands to reason 

that some other classes must be below the System average, 

and therefore by the C.P.R, tests non-compensatory. That 

is the basis of my submission now. 

THE CHAIRMAN: You Say on page 44 you revert to 
some thing already dealt With; on what other page is 1t? 

MR SHEPARD: [I am sorry, Mr. Chairman; I gee 
that it is just the very next sentence on page 44, 

COMMISSIONER ANGUS: Is that a logical argument, 
Mr. Shepard? IF you say that Something is Obviously com- 
pensatory because it 1S above the average, you are not 
Saying that everything below the average is non-compensatory? 

MR SHEPARD: [Tt would not necessarily follow, no, 
but our point is that there Should be a cost analysis to 
determine whether it is compensatory if it is below the 
System average. [ quite agree with you, that the fact that 
it is simply below an average does not mean that they are 
losing money on it, because the average itself might be 
above the compensatory level, 

They Ors Pik, evidence attempted to show that com- 
petitive, trans-continental and agreed charge traffic was 
compensatory. This was done through Mr. Jefferson who 
indicated that because car mile earnings on these classes 
of traffic were above the system average, they were com- 
ESPEREOLK. V0151.67,, p.13961). 

THE CHAIRMAN: Is the System average in itself 
compensatory? 

MR SHEPARD: Well, the way to look at that, Mr. 
Chairman, would be to take the net revenue position of the 
railway enterprise, and if that net revenue position is 


Sufficient to meet the Operating expenses -- if the total 


revenues, I should Say, are sufficient to meet the Operating 
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expenses of the rail enterprise and leave Sufficient over 
to pay the requirements of the railways as determined by 
the Board, then all rates would be compensatory, taking 
them all as one. 

THE CHAIRMAN: Go on, please. 

MR SHEPARD: Manitoba does not consider that this 
evidence in any way proves the compensatory nature of the 
traffic involved. 

The evidence Save no attention whatever to any 
question as to whether car mile costs were above or below 
the system average -- that is, car mile costs as opposed 
to car mile farnings. Manitoba's view in this regard is 
Supported by the evidence of Mr. F irweather for the 
C.N.R. (Vol. 110, pp.20171 ‘ana 20173). 

COMMISSIONER ANGUS: Did you agree with Mr, 
Fairweather's argument that all truck competitive rates 
must be compensatory, because they apply to fairly high- 
grade things and therefore must be above the System 
average? 

MR SHEPARD: No, I am not in a position to 
agree or disagree with that evidence, Dr. Angus. 

THE CHAIRMAN: Pardon me a moment. You said 
Just now, car mile costs as opposed to what? 

MR SHEPARD: Car mile earnings. 

I might refer to that evidence On Mr. Wai re 
weather, in volume 110, at page 20173; he Says this: 

"ROSY generalized analyses based upon system 
averages and things of that character, which are 
Benerally what is available at the present time to 
people outside the railway, are a very inadequate 
approach to cost accounting of railway performance. “ 

The C.P.R. has made no Study of other classes 


Of traffic. [In our view it is vital to the survival of 
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the C.P.R. that a complete analysis be madew tif 
passenger traffic is losing say 28 million dollars per 

year (Exhibit 180) ang L.C.L. traffic is losing an 
additional substantial amount per year, a proper analysis 
would reveal methods of reducing these losses if not 
eliminating them entirely. The obvious xpenefit to the 
C.P.R. translated into millions of dollars of reduction in 
costs and thus to improvement in their net earnings should 
in itself be a Sufficient incentive to the C.P.R. to adopt 
Such a policy. If it is not sufficient, and the attitude 
om the C.P.R, today would indicate that it is not, because 
they seem content with their past System, then it is 
respectfully urged that the Board of Transport Commissioners 
be required by legislation to direct the railways to under- 
take revenue and cost analyses and that the railways be 
required to forego traffic that is non-compensatory. (See 
Suggested Sections 325B(2) and (3)). 

THE CHAIRMAN: You See, you put them together. 
You would seem to assume that both railways would neces- 
sarily be found deficient and therefore should abandon the 
field, but that is not the case. 

MR SHEPARD: No, it might not necessarily be the 
case. I think perhaps, Mr, Chairman, we discussed before 
the adjournment 2 few moments ago this question of who 
sets the competitive rates, and would not the C.P.R. have 
access to cost studies of the C.N.R. My understanding is 
that a good portion of competitive traffic would be com- 
petitive only with one railway as against Say truck, and 
therefore that railway would fix its own competitive rate 
to meet the truck competition that it had to face. 

THE CHAIRMAN; Take, for instance, -rates on 
freight between Montreal and Toronto, where there is 


truck competition; do you mean to say that an examination 
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of the finances of both companies might show that : 
while the C.N.R, can afford to remain in that competition, 
the C.P.R. cannot, and they should abandon it and let--- 

MR SHEPARD; No, I am not Suggesting that, Mr. 
Chairman. 

THE CHAIRMAN; That is just the point. In a 
case of that sort the competitive rates must be the same 
on both railways. 

MR SHEPARD: Yes, 

THE CHAIRMAN: Well, what are you going to do 
about it> What would all this investigation lead to? 
That is, if you must apply the results equally to both 
railways anyhow, what would all this lead to? Separate 
accounts being taken of their capacity to run at these 
rates? 

MR SHEPARD: Weds Up tilt now, Mr. Chairman--- 

THE CHAIRMAN: Unless by a remarkable coincidence 
you would be almost bound to find out that it would benefit 
one company more than the other. 

MR SHEPARD: Yes. Well, our position--- 

THE CHAIRMAN: What are you going to do about Lue 

MR SHEPARD: Oypr position as at today, Mr. Chair- 
man, is that the C.p.R. Should continue to be taken as the 
yardstick for rate-making. 

THE CHAIRMAN: Then in that case between 94 
Montreal and Toronto, if you apply the C.P.R.'s capacity to 
compete as the measure, and you find that it cannot compete 
without losing, then both railways abandon the traffic to 
the trucks? 

MR ®°SHEPARD: Well, if that situation should 
turn out to be the fact, I would think that I would have 
to say yes. 


COMMISSKONER ANGUS: Mr. Shepard, you really 
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raise just now the exact question I was interested in, 
You said that there were some cases in which the Canadian 
National Railways is competitive with trucks but not with 
the Canadian Pacific Railway. 

MR. SHEPARD: Yes, 

COMMISSIONER ANGUS: And other cases where the 
Canadian Pacific Railway is competitive with trucks but 
not with the Canadian National Railways. 

MR. SHEPARD: Yes, 

COMMISSIONER ANGUS: Now, what I really asked you 
was this: in such cases do you detect a difference between 
the policies of the two railways in setting competitive 
rates? 

MR. SHEPARD: Well, on the basis of the evidence 
asl Pead Le -ofathe two railways, my answer is yes. 

COMMISSIONER ANGUS: The evidence as to method; 
but the question is, do the rates themselves show a 
difference in policy? 

MR. SHEPARD: I could not answer that question, 
The method of fixing the rate or determining its com- 
pensatory nature is really what I am directing myself to 
at the moment, and I would say that there is a difference 
in approach based on my reading of the evidence, 

THE CHAIRMAN: Do you say that one method of 
approach is better than the other, by experience in these 
different areas? 

MR, SHEPARD: Well, our submission, Mr, Chairman, 
is that experience and judgment certainly are vital factors 
in fixing these rates, 

THE CHAIRMAN: That is, the C.P.R.? 

MR. SHEPARD: That is, the C.P.R., and I think 
the C.N.R, as well, They do not disregard those two 


factors in fixing rates. But I say that in addition to 
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that, as in any business of any size, there should be a 
costing system -- 

THE CHAIRMAN: You are not asked what system 
there should be: you are asked as to actual experience 
in cases where the C.N.R. is the only competitor with 
trucks and in cases where the C.P.R. is the only 
competitor with trucks, Do you find any difference in 
the actual working out of the rates? 

MR. SHEPARD: Well, I would Say this in answer 
to that, Mr. Chairman, that the competitive rate fixed 
under those circumstances is fixed to meet competition 
by trucks. 

THE CHAIRMAN: Well, of course, that is why it 
is called competitive. 

MR. SHEPARD: Yes, Now, that being so, the 
level of that rate itself is not one that is worked out 
by experience or anything else, They find out what the 
trucks are charging, That rate, if the railway is to 
carry the traffic, must be met. Having determined what 
that rate is, my point is that they should have a system 
by which they can find out with reasonable accuracy whether 
they are going to make money or lose money on that rate, 

THE CHAIRMAN: But you cannot tell us whether in 
these different areas the one railway is in a more satis- 
factory position than the other? 

MR. SHEPARD: No, I cannot tell you that, my lord, 

COMMISSIONER ANGUS: You cannot say whether, for 
instance, the Canadian National Railways, acting on Mr, 
Fairweather's calculations, foregoes traffic -- 

MR. SHEPARD: No, 

* COMMISSIONER ANGUS: -- in circumstances in 
which the Canadian Pacific Railway, acting on its prin- 
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MR. SHEPARD: No, I cannot. I cannot point 
to an illustration of where that has happened at all, 

Then the rmext subject is C.N.-C.P, co-operation, 
I might just give a reference first,in Volume 126, to 
pages 21023 and 210024, I did make a statement before 
the Commission just the other day as to Manitoba's 
approach to this matter, and it is covered in the next 
couple of pages, but I thought I should have the reference 
to the transcript on the record, 

THE CHAIRMAN: What is your approach? 

MR. SHEPARD: WL 4, tg covered, Mr, Chairman, 
I might point out, in the next two pages of my argument. 

The next matter to which we wish to direct 
the Commission's attention is referred to in 
paragraph 6 of Mr, Covert's memorandum and deals with 
paragraph 2(e) of P.C. 6033 which reads as follows: 

"Review and report on the results 

achieved under the Canadian National - 
Canadian Pacific Act, 1933 and amendments 
thereto, making such recommendations 

as the present situation warrants." 

In Manitoba's view the weakness of the co- 
Operation portion, being Part 2 of the C.N. = C.P. Act 
is that it is not of a mandatory nature, 

THE CHAIRMAN: Not of a mandatory nature? 

Does it not direct them to do certain things? 

MR, SHEPARD: I am just going to deal with 
that, Mr, Chairman, by quoting the actual wording in the 
Section, the relevant section. 

THE CHAIRMAN: It is not the Transport Act. 

MR. SHEPARD: It is the C.N. - C.P. Act, Mr. 
Chairman, 


Section 16 of that Act directs the Canadian 
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National and the Canadian Pacific "to attempt forthwith 
to agree and to continuously endeavour to ABTSS: 445% 
upon such co-operative measures, plans and arrangements 
as are fair and reasonable . , ," It is obvious 
from this wording that if the two railways simply 

state that they have attempted to agree they have 
satisfied the responsibility placed upon them by the 
Act. 

It is because of the indefiniteness of this 
legislation that Manitoba has Suggested that the Railway 
ct be amended by adding Section 325A(3) (6) a= 

THE CHAIRMAN: Where is that to be found? 
Page 149 

MR. SHEPARD: Page 14, Mr, Chairman: 

"The Board in determining any application 

under this section shall have due regard to - 
(c) Whether or not the railway is operated 
efficiently and with due regard to any 

Savings which have been, or should 

have been effected, including savings 

under the Canadian National-Canadian 

Pacific Act." 

THE CHAIRMAN; You have the words “should have 
been effected", 

MR. SHEPARD: Yes, I think perhaps if I 
cover this section in my argument, Mr. Chairman, our 
meaning will become clear, 

It is because of the indefiniteness of this 
legislation that Manitoba has suggested that the 
Railway Act be amended by adding Section 325A(3)(c) 
which would require the Board of Transport Commis- 
Sioners, in determining any general increase appli- 
cation, to have due regard to whether or not any 
Savings have been, or should have been, effected 


including savings under the C.N.-C.P,. Act. 
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In the Majority Judgment of the 21% case 
dated March 30, 1948, the Chief Commissioner stated 
that the C.N.-C.P., Act does not confer upon the 
Board any duty or authority to require the Railway 
to study and undertake co-operative measures with a 
view to effecting economies, or to review and investi- 
gate what measures they have taken, or might have 
taken, under such Act. 

In the Majority Judgment on the 8% Interim 
Award dated September 20, 1949, the Chief Commissioner 
at page 11 states: "This Board is not empowered to 
consider what degree of co-operation, if any, has been 
achieved by virtue of that Act," Without subscribing 
to the provinces! contentions the Chief Commissioner 
expressed great sympathy with what the provinces 
urged but pointed out that at the present time it 
was beyond the Board's jurisdiction to inquire into 
that question, 

In the 16% judgment dated March 1, 1950, the 
Assistant Chief Commissioner at page 8 confirms the 
previous position taken by the Board, namely that it 
had no jurisdiction in regard to the matter of 
possible savings or economies to be effected by 
co-operation between the two railways. 

It is Manitoba's submission that the Board 
Should be directed as suggested in Section 325A(3)(c) to 
consider the results which Should have followed co-opera- 
tion, whether such co-operation took place or not, and 
to take such results into account in determining 
financial need in any rate case. 

COMMISSIONER ANGUS: Do you think, Mr. Shepard, 
that the rate case is the best time to do that, I mean 


assuming that the Board did have this jurisdiction? 
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MR. SHEPARD: I woulda Say no to that question, 
What I would envisage, Dr, Angus, is not that the deter- 
mination of a rate case should be delayed by a great 
lengthy investigation as to economies that might have 
been effected, but that if the Board is given the juris- 
diction that we envisage under this Suggested amendment 
they would then be placed in the position from day to 
day or from month to month or from year to year, whether 
there is a rate case on or not -- and we hope they will 
not be coming every year; there was a twenty-five year 
gap between the last group of rate cases and the present 
ones -- but the Board would be charged with the duty of 
constantly keeping alert to the possibilities of co- 
operation, and would have the duty of requiring the 
railways to give them information. The Board might 
themselves conduct Studies, they might ask the railways 
to conduct studies, so that when a general rate case 
came about there should be available in the Board's files 
information as to economies, and it might be determined 
very Simply by the Board saying, "We have kept in touch 
with this matter over the last five years or ten years, 
and we are satisfied that no economies could have been 
effectea," 

THE CHAIRMAN; Can we take it, then, that your 
attitude is that the railways are not effecting sufficient 
economies under this Act? 

MR. SHEPARD: Our attitude is not that, sir. 


We do not know. Until the evidence was -- 


(Page 21495 follows) 
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THE CHAIRMAN: As I mentioned the other day, 
the purpose of this Act is to effect etonomies end to 
provide more remunerative Operation to the railways. 

MR. SHEPARD: Yes, 

THE CHAIRMAN: It is the railways that this Act 
hes in mind, 

MR. SHEPARD: Yes. 

THE CHAIRMAN: How to provide them with more 
money? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: And very often that would have to 
mean at the expense of communities and shippers and so on, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: And that is Justified I think by 
the results that have taken Psu then when the railways 
endeavour to bring about economies, they sre met with 
opposition immediately, __ 

MR. SHEPARD: Yes, 

THE CHAIRMAN: --from the communities affected, 
Such as towns, boards of trades, provincial governments. 

MR. SHEPARD: Even provincial governments. 

THE CHAIRMAN: They say, "Go and cooperate 
somewhere else, not here," 

MR. SHEPARD: Yes, 

THE CHAIRMAN: I want you to bear that in mind, 
that this Act is designed to be a means of 8llowing the 
railways to carry on less service in some place in order 
that they may be in a better position. 

MR. SHEPARD: Yes, 

THE CHAIRMAN: And also thet they may conduct a 
more remunerstive operation. 


MR. SHEPARD: Yes. 
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THE CHAIRMAN: That is the purpose. 

MR. SHEPARD: That is the purpose of the Act, 

THE CHAIRMAN: G3 ported community wants to 
be asked to make 3 Sacrifice or contribute to this economy, 
on the whole you would Say thet they must be able to show 
thet at the end of the year they have effected economies 
in Canada Somewhere 9 

MR. SHEPARD: No, not necessarily. All that we 
are interested in 1s to insure that the Board of Transport 
Commissioners -- 

THE CHAIRMAN: You say that the Board should 
ascertain where they ought to have accomplished economies 
end have failed to do So. Is that what you say? 

MR. SHEPARD: What I say is this, Mr. Chairmen, 
In our view the Bosrd Should be ehpowered either to make 
Studies of their own of cooperative measures that might 
come to their attention ,that might be feasible, 

to present 
determine whether or not they are, or request the railways/ 
to them the results of Studies that the railways may have 
made. Then the Board, acting as 2 sort of public defender, 
if you want to say that-- 

THE CHAIRMAN: Defender of whom? 

MR. SHEPARD: Of the public, 

THE CHAIRMAN: Ofthe public? What public? 

MR. SHEPARD: The public who are paying the 
freight rates, 

THE CHAIRMAN: Is that the same public which then 
locally opposes every attempt to economize by abandoning 
lines end so on? 

MR. SHEPARD: It might be. I do not see that that 
is a criticism of the position I am taking, Mr. Chsirmen. 
Surely the public of the country, living in a small western 
town, is not going to be precluded from having a railway 


Service just because the railways could save money by 
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abandoning that line. There must be some consideration of 
whether thst community is going to be allowed to live. For 
instance, its grain has to get to market by train. I am 
not suggesting for one moment that the roilways todey could 
effect substantial economies, because I do not know. The 
provinces have not known right through. I am not criticising 
the raiweay's attitude towards this matter at all, 

THE CHAIRMAN: No; but you would have the Board 
put in such e position where they could say to the reilways, 
"You ought to have done this and ought to have done that ,-_" 

MR. SHEPARD: Yes, 

THE CHAIRMAN: --"but you did not do thet". 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Then what would happen? Would 
the railways have to go out and do that? 

MR. SHEPARD: No. They would not have to do that. 
I am not suggesting that the Board would do that. 

THE CHAIRMAN: What would be the result? 

MR. SHEPARD: The result would be this. Let us 
Say that the C.P.R. comes in five years from now end asks 
for an increase in freight rates. The Board looks at the 
evidence submitted, and it shows a revenue deficiency, on 
the C.P.R. calculation, accepted on that happy day by 
the provinces: and let us Suppose that that revenue 
deficiency is $10 million. Then the Board has reference 
to its studies ond the studies it has obtained from the 
railways in the matter of cooperation and it says, "You 
could have effected economies and we suggested that you 
Should do that. " 

THE CHAIRMAN: I know. But they must be specific. 
"You could have effected economies" to what extent and where? 

MR. SHEPARD: I was just coming to thet, Mr, 


effected 
Chairman. "You aould have/economies of, say, $1 million 
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by pooling certain passenger service in this country. We 
Suggested that two years 8g0. You have had time to do i > 
but you have not done it. We are going to deduct from your 
$10 million revenue deficiency $1 million end we will fix 
rateson what is left." 
COMMISSIONER ANGUS: Mr, Shepard, if you want 
the Board to exercise some continuous supervision of that 
sort, have you reelly used the right languege in this 
section? You say: 
"The Board in determining any spplication under this 
Act shall have due regard to -" 
Does not that seem to limit the Board? 
I think 
MR. SHEPARD: TI see your point, Dr. Angus. perhaps 
you are quite right. But we have, of course, in another 
amendment --I think it igs sub-section 4 to the same section -- 
required the board to make Studies; and also in another amend- 
ment have empowered the board to obtain information, 
THE CHAIRMAN: That is true. Amendment (4) reads 
8s follows: 
ae determining an application under this section 
it shall be the duty of the Board to make independent 
Studies ..." 
MR. SHEPARD: I agree with you. 
THE CHAIRMAN: That suggests something that is 
extremely dilatory. 
MR. SHEPARD: Thst is too norrow. I ‘would not 
Bea Started out with in your originel question, that the 
disposition of sa rate case should be postponed until a 
thorough investigation into possible economies had been 
effected; becouse I think that would be an impossible 
position to place the railways in. 
THE CHAIRMAN: Would it not be almost an impossible 
position for the Board if they were to say something like 


this: "We find that you should have 
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abandoned three years ago a line from point A to point B, 
end although we have not had the Opportunity of hearing 
the people who would have been effected by this proposed 
abandonment , had you proposed it, we sre nevertheless 
Sure that we should have Sanctioned it, 

MR. SHEPARD: No. I think that would be 3 most 
unreasonable attitude for the Board to take, 

THE CHAIRMAN: Do you not think thet the approach 
you ere making to this Act is really a false approach? This 
is an Act that directs the companies to make economies and 
it is expected by the Act that Somebody is going to suffer 
from it because they are immediately directed then to take 
care of the employees and épportion what is left fairly among 
them end so on, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: How can you, on the one hand, when 
they, for instance, go into your province and wish to do 
Something, say, "No, you must not do it here" and, on the 
other hand say, "If you do not do it, it must be taken into 
consideration against you in the long run when you apply for 
a rate increase"? 

MR. SHEPARD: Surely, Mr, Chairman, you are not 
suggesting that the public in the different communities in 
this country sre not going to have the opportunity to be 
heard as to thet, 

THE CHAIRMAN: I am not suggesting thet. Iam 
Suggesting that they ore given and thet they have been 
receiving en opportunity. 


MR.. SHEPARD: Exactly. 
THE CHAIRMAN: How can they come back and sey, 


"While you heard us and did not allow the railwoysto effect 


this €conemy, you must nevertheless hold it egainst the 


ct 


al tydet i. S. Pow! Wea Pil oe “ogee bere 


% : ae /- f 
sue one tere Fes 40s chunk: Sere) wily 5 fragt: ” 4 ’ fa MHBahe a Ya ii) 


; 
.# 
x : | Tee eS ey care ek . 
gop ae fest ee ‘ = ta were py rer ¢ ee : is 
Ssiemorte Sanaa ti gted + ne mibty PETG. = 
‘ Pe 
o ape Pee ee 
ce RCE ay es ee it “aeal pf 
. “per a tie ey 
' ei 4 4-2 PURGE TAP oes oe 
i 
* 7 
é tae o oeaten Ls ee 
fe “ ; Arieeperet Brat Pata : Pee ote) Be a5 8s, 
tiga ah toe is rk t = BE ke YL . 
; 
j rl 
t 
t 
‘ Fedor dw Oe ge ia) ie " 
ry DURES Daren tt} oy 
‘ 
+ ae. ae 
» SLT Et: Pes St 
Lt 


Pe Coram sig . at bt J 
J Oar ie © Srcotemrig ES 7G aD ON J ERY: 
li : 5 eae ed £4 gas. > LP oe gt mn og ore gh og sr 
ivi fs URS gel Age ad Pier we Cee! ae ae 
‘ 
* wr 
7 + a Pas . a " ons ee 565% ms 7 
. daw S thawhe obiiy end apt tio ry 2 Say of a ao oe Bet 
\ f , 3 
= at By oA ire - 
og SETI SO ™ ae | ae h 
’ 
= ae k y rT fee “ae ne 
(aes ‘ mI Ante : iN vi pty ie ae 
y £ = 
ea i ae, ee oe ee = ae nerd = Pit oem Deen Bs <i $Y doloealt 
SoS Cy api ie Cl SS Se ee ia er ae el See a > pes c 2S Fittoed Fi oles ot 
te eee 
4) i. R a 
i 
zi 
. 
j 4 
Sng ate 3 7 a% 
ey Mer SER ES open 3) da 


D logbt. nak 2 itaeyed Baym rb ee eneIOnS 


~ 21500 - Mr. Shepard 


railways later on when they apply for an increase in 
freight rates"? © 

MR. SHEPARD: Under the circumstances that you 
have mentioned now, Mr. Chairman, I think this would be 
the result. The railways would moke their epplication 
for, say, the ebandonment of a line. It would be heard 
by the Board, Representations from the public could be 
heard. The Board would make a decision either to abandon 
or not to abandon. 

THE CHAIRMAN: That is, in all coses? 

MR. SHEPARD: In all cases. And that decision 
presumably is made on the merits of the presentation put 
up by the railways on the one hend seer Opposing people 
on the other, Thot decision having becn made not to permit 
abandonment, Surely it could never be taken into account 
against the railweys, 

THE CHAIRMAN: Then you would have the Board in 

Saying have 

this position, of "You ought to/applied to us to abandon 
8 line somewhere and did not apply; therefore we must hold 
that against you now." Is that cor 

MR. SHEPARD: I would not go that far, 

THE CHAIRMAN: How far do you go? I really think: 
that sight has been lost of the real purpose of this Act 
in this case, which is to provide the railweys with s means 
of meking more money, by saving on the one hand and by 
more remunerative operation on the other honda. 

MR. SHEPARD: Yes, 

THE CHAIRMAN: That must be done - and I do not 
See how else it can be done - at the expense of some 
community, some class of shippers, some people who now perhaps 
heve grester facilities than they really require, 

MR. SHEPARD: I entirely agree. But my point is 


that if the matter is studied -- 
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THE CHAIRMAN: If they ere to be left free, end 
if you sre going to some deciding pody which will say, 
"Here, this must be done end that must be done" regardless 
of any opposition that may come up locally, - there 

Simply 

is always going to be local opposition; you/cannot get 
away from that, can you? 

MR. SHEPARD: No; and I do not think that you 
can ignore it, 

THE CHAIRMAN: I know. If you cannot ignore 
it, you must abide by decisions reached concerning it. 
How could the Boorad Soy, in the void, "You ought to have 
applied to us to effect 3 certain economy, Say, in Nova 
Scotia, and you did not apply; therefore you did not 


effect the economy ond now we must mark that against you"? 
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MR. SHEPARD: I see no reason -- 

THE CHAIRMAN: How can you bring things sround 
to that? "i 

MR. SHEPARD: I see no reason with the duty 
that we are seeking to place on the Boardin this matter 
why the Board, let us Say, should not do just as you 
Suggest, Suppose they make a4 Study of a certainline 
Somewhere, and they look into it. They may even get 
complaints from the local people, and they may find 
that there is alternative transportation available in 
the area, Then I do not see why the Board should not 
Say to the railway, "If you apply here we will give 
you permission to abandon this line." 

THE CHAIRMAN: If you apply we will give you 
permission? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Before they hear anybody locally? 

MR. SHEPARD: I have already said they have 
obtained local information. 

THE CHAIRMAN: They have consulted the locality? 

MR. SHEPARD: Yes, If that should transpire 
and the railway should just sit back and do nothing 
they have not taken the Board's advice -- 

THE CHAIRMAN: Have you in mind some travelling 
department of the Board which would go to these various 
localities, hear what people have to say and then decide 
that the railways Ought to do this or do that, lessen 
Service or abandon Service, and then come back and tell 
the railways, 

MR. SHEPARD: TI have not gone that far in my 
thinking. 

THE CHAIRMAN: I am trying to find some method 


whereby what you say can be brought about. You have 
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just said where the Board ascertains that in a certain 
locality certain economies may be effected then the Board 
would say to the railways, "You ask us to give you per- 
mission and we will give =t to you," 

MR. SHEPARD: I would assume that situation 
would not normally arise, I think the railways are alive 
to where they want to effect economies, It is true 
there has been a hiatus of some years as a result of the 
war, and perhaps for other reasons, but if they can 
effect economies by abandonments I am sure they will 
come forward and apply for permission and then there will 
be a hearing. 

THE CHAIRMAN: If you are sure they will come 
forward why then do you say they are not carrying out the 
Act properly? 

MR. SHEPARD: I am not Suggesting they are not. 

THE CHAIRMAN: You must be since you say the 
Board should take into consideration whet they ought to 
have done under the Act and whet they failed to do. 

MR. SHEPARD: The way I am putting it is that 
there should be some agency -- and I am suggesting that 
the Board is the proper agency -- which could act as a 
policeman, if you will. 

THE CHAIRMAN: Of its own motion? 

MR. SHEPARD: Of its.: own motion, with reference 
to this Act. 

THE CHAIRMAN: Go around the country and point 
out where economies ought to be effected? 

MR. SHEPARD: I am not sufficiently -- 

THE CHAIRMAN: This is the time for determination 
and specification, Just what do you want? That is why 
we are listening to you. 


MR. SHEPARD: I am not sure that I can add a 
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great deal to what I have already put on the record on 
this particular subject. 

THE CHAIRMAN: You Say the Board should take 
into account what the railways ought to have done and 
have failed to do, do you not? 

MR. SHEPARD: By that wording -- 

THE CHAIRMAN: Isn't that what you say? 

MR. SHEPARD: Yes, but by that wording I do 
not want to leave the impression that Manitoba is saying 
that there are many things that the railways have not 
done, This is a power that we Suggest the Board should 
have. 

THE CHAIRMAN: For the future? 

MR. SHEPARD: For the future, 

THE CHAIRMAN: It is from that point of view 
that I am questioning you. Are you not saying that for 
the future the Board should be put in this position, that 
it can tell the railways, "You ought to have done so and 
SO; you ought to have pooled certain trains; you ought 
to have abandoned certain lines." We had a case the 
other day, an illustration, of the C.N.R. abandoning 
141.2 miles, 

MR, SHEPARD: Yes. 

THE CHAIRMAN: You would have the Board say, 

"You should have abandoned that ana you did not," ". You 
refer to projects of thet sort, and you would have them 
teke that into consideration as against the railways 
when they want freight rates adjusted? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: That is what the Board should be 
empowered to do? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: In arriving at these things would 
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the Board just do this of its own motion, or would it 
have to consult these communities as has been the 
practice up to the present? 

MR, SHEPARD: The way I envisage it is this-- 

THE CHAIRMAN: You must have one or the other, 
Either you want over-all economy to be ordered by the 
Board and taken into account or you want something of a 
shifting economy, that is to say, provided everybody is 
satisfied then go ahead and if not stop. 

MR. SHEPARD: So far as Manitoba's position is 
concerned perhaps it can be summarized this way, that we 
consider that the railways probably will co-operate in 
effecting economies in the future. We also recognize 
that because of increased traffic volume possible economies 
are not as great as they were before the war, There is 
no question about that, but we do Say that at the present 
time the economies to be effected are entirely within 
the discretion of the railways: themselves, and because 
of competitive situations between the railways it may 
very well result in e stalemate with nothing being done 
under the Act. We say that situation defeats the purpose 
of the Act. Then we seek a way of remedying that 
Situation, and the remedy we Suggest is that the Board 
Should be empowered to examine what is going on between 
the railways, Suggest to them measures of co-operation, 
and then take into account those measures, Of course 
they will be reflected in the balance Sheet of the company 
if they have been given effect to, and those that have 
not been given effect to should be taken into account in 
determining the financial need of the railway. 

THE CHAIRMAN: You ere proposing a specific 
amendment which you put before us to have enacted. That 


amendment says that in determining any application the 
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Board shall have regard to any savings which have been 
or which should have been effected, including savings 
under the Canadian Netional-Canadian Pacific Act. The 
words are "should have been effected." Once you get 
that into the law you see it is very full of meaning. 

MR. SHEPARD: I agree, Mr, Chairman, The 
outline of the suggestion I have endeavoured to give 
your lordship is as we would envisage the amendment 
working out in practice. 

COMMISSIONER ANGUS: Mr, Shepard, under this 
amendment would you allow the Board to say to the railways, 
"You should have abandoned your expiry rates years ago 
but you did not and we are going to dock you so much," 

MR. SHEPARD; No, 

COMMISSIONER ANGUS: Would not the language 
do that? 

MR. SHEPARD: I think it might. 

COMMISSIONER ANGUS: If you want the railways 


to play Russian pledges with their deficit mileage and to 
abandon 


/this,that and the other thing, if costs rise would you 


not need a totally different type of Act for that purpose? 
MR, SHEPARD: Theat is quite possible, 
COMMISSIONER ANGUS: If you could imagine the 
Board in hearing an abandonment case saying, "This line 
may be abandoned within six months" and then the provincial 
government or dominion government or someone offered the 
railway X dollars a year to continue it in Operation, then 
political pressure would be ‘ut on the provincial govern- 
ment concerned or the dominion government to produce 4 
Subsidy. If you really wanted to make the thing work 
you could do it in ways like that, but does that really 
do more than create a rather vexatious procedure? 


MR. SHEPARD: Perhaps I might make a general 
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comment cn all our amendments, Until we were asked 
to offer amendments it had not been our *ntention, although 
we had considered it, to file any amendments. What we 
had intended to do was to have the views of Manitoba 
put before the Commission, The reason we had intended 
to stop short of Suggesting amendments was that we were 
not redrafting the entire railway legislation, which 
might very well be a necessary result of this Commission, 
and we felt that perhaps we were not competent to 
attempt to redraft certain aspects of the legislation 
which might result -n 2 distortion of the whole scheme 
under the present Act. 
A. Amendments re Safety 
This is the first matter referred to in 
paragraph 7 of Mr. Covert's memorandum, and we are not 
making any submission n this regard. 
By Grede Separation 
In paragraph 7(b) and 7(c) Mr. Covert 
refers to the proposals by the two railways with respect 
to grade separations. The C.N.R. proposals are founda 
in Chapter 6 of their Brief commencing on page 161, 
The C.P,.R. proposals are found in Part & oF that 
company's submission, commencing at page 137. 
The views of Manitoba on this matter may be 
Summarized as follows: 
(1) Manitoba supports the suggestion that the 
Railway grade crossing fund should contribute 
70%, which is the C.P.R. suggestion, or 75%, 
which is the C.N.R, Suggestion, of the cost of 
safety installations; 
(2) Manitoba opposes the proposal of the (.:.#. 
C.P.R. that the $100,000 limitation on each project 


Should be eliminated. If however the Dominion 
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Government sees fit to increase Substantially 
their annual contribution to the fund, then 
Manitoba would agree to an increase in the 
present limitation, Under present conditions 
the Dominion Government contributes $500,000 
annually to the fund and Manitoba's fear is. that 
if the $100,000 limitation were removed the 
monies of the fund coula conceivably be utilized 
on one or two large projects in any year with the 
result that contributions from the fund would not 
be distributed as widely as they have been in 


the past; 


(3) Manitoba supports the proposal of the C.N.R. 
that money from the funda should be used for 
operation and maintenance as well as for 


installation; 


(4) Manitoba does not agree with the C.N.R, 
that the statute should provide a limit to 
railway contributions to the lesser of 123% of 
cost or the capitalized value of the benefits 
to the railways. It is Manitoba's view that 
if the fund is to provide for 70% or 75% of the 
cost, the balance of the cost should c6ither be 
divided in the discretion of the Board of 
Transport Commissioners as it deems reasonable 
under the circumstances in each case or there 
Should be an equal division of such balance 
between the railways and other interested 


parties concerned in each case, 


(5) With reference to the proposal that 
assessments be permitted against the Crown, it is 


assumed that this means against the Crown in the 
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right of the Province, It is pointed out 
that this raises a constitutional question as 
to the validity of the Dominion by statute to 
authorize a Court of Record to make an award 
against the Crown in the right of a Province. 
Manitoba expresses serious doubt as to whether 
it is within the competence of the Dominim 


Parliament to ‘" pass such legislation, 


(6) Manitoba Opposes the proposal to amend 
Section 264 as put forward by the C.N.R, 
Our reading of this Section does not reveal 
that it imposes any duty upon the Railways 
and its retention is considered by Manitoba 


to be important from the Safety point of view. 


(7) Manitoba opposes the proposal of the C.N.R, 
to repeal Section 260. With the increasing 
development of highways, Manitoba considers 

that the retention of this Section is necessary 

to prevent efforts being made to obtain contri- 
butions from the Province concerned in the event 
that branch lines may be constructed in the future 


across existing provincial highways. 


It has been Manitoba's experience, during the 
past few years, in cases of level crossing construction 
and protection, that the Government cf Manitoba has been 
the applicant, and as such it has borne the greater part 
of the costs both of construction and of maintenance of 
these crossings, Whether or not the Board of Transport 
Commissioners has the power to assess the Crown has been 
Ov JIttig consequence, as the Province has had to accept 


voluntarily the Board's ruling or its application would 
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not be entertained, 

Another matter of concern to Manitoba is 
this: 

If a crossing is deemed to be a "new" one 
by the Board, even though the crossing is in a location 
almost identical to the former one, no grants can be 
made from the Railway Grade Crossing Fund, and in these 
cases, Manitoba has found that the Board assesses it 
not only with the full costs of constructing the 
crossing, to which the Railway Grade Crossing Fund would 
not contribute in any event, but elso the full costs of 
installing and maintaining any protective devices 
deemed necessary, It is Manitoba's view that the 
Railway Act should be amended to make it possible for 
new crossings to receive aid from the Fund, and Manitoba 
therefore supports the re-draft of Section 262(1) 
submitted by the C.N.R, 


~--At 1.00 p.m. the Commission adjourned to resume 


at 245 p.m, 
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OTTAWA, ONTARIO 
WEDNESDAY, MAY 3, 1950. 


avy TERN OO N SESSION 
NY BN NN 


MR. SHEPARD; The next subject I 
wanted to mention very briefly is at page 50, "Mail 
and military rates", 

Paragraph 7 (ad) of Mr. Covert's memorandum 
refers to the suggested changes in Section 351 of the 
Railway Act and Section 80 of the Post Office Act with 
respect to mail and military rates. Manitoba does not 
oppose the position taken by the Railways on these matters, 

Then on the subject of "\ppeals to Governor- 
in-Council", paragraph’ (o) of Mr. Covert's memorandum 
makes reference to the Suggestion developed in Part I of the 
C.P.R. submission commencing at p, 142 that appeals to 
the Governor-in-Council be abolished. Manitoba is 
unalterably opposed to this suggestion. 

At the present time Sub-section 1 of r»::Section 52 
confers power upon the Governor-in-Council either upon 
petition or of his own motion to vary or rescind any 
order, decision, rule or regulation of the Board. 

Manitoba has already submitted an amendment to Section 
52(1) - - and also, I might add, to sSection 38. 

THE CHAIRMAN: The two Sections, that is? 

MR. SHEPARD: Yes. 

COMMISSIONER INNIS: Page 13, 

THE CHAIRMAN: You have already submitted 
amendments to Seections 52(1) and Section 38? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Have we been through those? 


MR. SHEPARD; No, we have not, Mr. Chairman, 
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On page 13 the amendment to Section 38 reads (it is an 
additional sub-section 2):- 
"The Governor-in-Council may also give 

general directions to the Board in respect to 

the policy to be followed by the Board in 

the exercise of its jurisdiction under this 

Act." 
And the note reads:- 

"This amendment permits the Government to 

give directions to the Board," 

THE CHAIRMAN; Just a minute now, amend Section 
38, what is 38? 

MR. SHEPARD: 38 confers upon the Governor-in- 
Council the power to refer matters to the Board for 
report or action, and this amendment increases that 
authority under Section 38 by - - 

THE CHAIRMAN: But you have that word "policy" 
there, Can you tell us what meaning there is attached 
to it here, because, mind you, in an Act it will have 
to be interpreted, 

MR. SHEPARD: Yes, sir. I think if I 
could be permitted to go through the part of my 
argument dealing with this matter, that it might be 
apparent by the time I have covered it. Then the 
amendment to Section 52 which is right on page 13 
following = - 

THE CHAIRMAN: Would you pardon me a second 
now. 31 is the one which mpowers the Governor-in- 
Council to refer matters to the Board for report or 
action, and you would add this sub-section which would - - 


MR. SHEPARD: Give the Governor-in-Council -__ 
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THE CHAIRMAN: Have the Government indicate 
to the Board from time to time what policy it must 
follow, 

MR. SHEPARD: Yes, sir, 

THE CHAIRMAN: Well, in what? You Say in the 
exercise of its jurisdiction. That is terribly wide. 

MR. SHEPARD: [It is, sir. I appreciate that, 
but I said a moment ago that I think our concept will 
be clear if I am permitted to go through what I have 
prepared in argument, 

THE CHAIRMAN; That was 51? 

MR. SHEPARD: Section 5@ which is also on page 
13, has -been amended by the portions that are underlined 
there. At the present time Section 52(1) in the Act 
simply permits the Governor-in-Council to rescind any 
order to the Board. Our amendment would extend that 
power to "review, rescind, change, alter or vary". Then 
in addition to that - - 

THE CHAIRMAN: Now, just a second, 52, well, 
the present Act Says the Governor-in-Council may vary 
or rescind. 

MR. SHEPARD: Yes, sir, 

THE CHAIRMAN: That is not enough, you think? 

MR. SHEPARD: No, we have added to that: 
"Review, change, alter". 

THE CHAIRMAN: Well, how could they vary 
without reviewing, or rescind for that matter without 
reviewing? Would you think the word "reviewing" is 
unecessary there? 

MR. SHEPARD: It is perhaps - - 

THE CHAIRMAN: The whole thing is subjective 


to the word "may" you see. The Governor-in-Council 
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may vary or rescind, and they certainly may review. 

MR. SHEPARD: I think perhaps you are right, 
that you must necessarily review before you can do the 
other action that is permitted, 

THE CHAIRMAN; Well, has this section been in 
the Act ever since 1903 anyhow? 

MR, SHEPARD: Yes, I think that is correct. 

THE CHAIRMAN: Has it been found effective at 
all? 

MR. SHEPARD; Well, I was going to refer to 
the judgment of the Assistant Chief Commissioner. He 
considers that the Governor-in-Council did not have 
jurisdiction to do what they did do as a result of the 
Provincial Appeal to the Cabinet in 1948, That was, 
to send the matter back with directions to the Board 
and it is to overcome that lack of jurisdiction in the 
Governor-in-Council that the Assistant Chief Commissioner 
expressed what we suggest in this amendment. 

THE CHAIRMAN: But you would cover that by 
the second part of your proposed amendment, when you say: 
"Remit any matter to the Board with directions respecting 
the disposition thereof", 

MR. SHEPARD; Yes, Mr, Chairman, 

THE CHAIRMAN: But before you get down to that 
there is the beginning where you add the words "review, 
rescind, change, alter or vary" instead of the words 
"vary or rescind" which are therenow. It is in respect 
of that that I am asking you whether this section has 
been found effective. 

MR. SHEPARD: No, I would not say that it hes, 
and it may be that we have --- 

THE CHAIRMAN: When the section has been in use 
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MR. SHEPARD: Yes, 

THE CHAIRMSN: Does it leave it that way? 

MR. SHEPARD: I am inclined to agree with that, 

THE CHAIRMAN: I don't think you are doing any- 
thing to it when you put in the words "may review", Of 
course they may. 

COMMISSIONER ANGUS: Have you put in " /may 
review" for this Purpose, that if they are not going to 
rescind, and they are not going to very, but are going 
to remit, that they have to review first; "rescind or 
vary and remit" -- that they may have to make a variation 
before they can remit, Was that the suggestion? 

MR. SHEPARD; I tnink we had something of that 
order in mind, but from what the Chairman has just sug- 
gested, I would think that his reasoning would apply 
equally well to the use of the word "remit", that you 
would have of necessity to review the matter before 
you would be in a position to remit in fact, 

THE CHAIRMAN: You see, what would happen would 
pe-this ,. 1 Suppose, that the Governor in Councilwoula 
have the order there and they would first review it. 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Then they would decide whether to 
vary or rescind it, or to remit it. Now, they have as- 
Sumed that they had power to remit it, so far, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Because they have. 

MR, SHEPARD: They have done so, 

THE CHAIRMAN: Or the remissions. The Board ex- 
presses a doubt about that power, 

MR, SHEPARD: Yes, I might just read that, sir. 
This is from page 17 of the 8% Judgment of September 20th, 


1949, and it is the dissenting judgment of Assistant Chief 
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Commissioner, Mr, Wardrope, and at the top of the page: 
"The majority decision,...." 

and he is referring to the 21% decision -- 
"....W8S appealed by the Provinces to the Governor 
in Council under the provisions of Section —?- or 
the Railway Act, By this section the Governor in 
Council is given Power 'to vary or rescind’? of any 
Order, decision, rule or regulation of the Board, 

The Governor in Council did not exercise his 
powers of varying or rescinding but allowed the 
award of 21% to stand. The Governor in Council 
did, however, by Order in council P,C, 4678 dated 
12th October, 1948, refer back to the Board for 
consideration the complaints of the appellant 
Provinces for review by the Board." 

Then he goes on to set out what is covered in that P.C.4678 
and he continues on page 18; 
"On the re-hearing by the Board of the complaints of 
the Provinces, the latter -- 
that is, the provinces -- 
"strongly urged upon the Board that the language of 
P.C.4678 was a mandatory 'direction® by the 
Governor in Council to apportion those financial re- 
quirements the Board found in its judgment reasonable 
and chargeable against railway operations particularly 
fixed 6harges and Dividends and Surplus. 

The Governor in Council ie 

-- and this is the meat of the comment -- 

".eeeeh@8 no powers in this regard except such as are 
Set out in the Railway Act, and the only power spe- 
cifically given by Section 52 is to vary or rescind 
any Order, decision, rule or regulation of the Board, 
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"Council power to refer back to the Board for re- 
view a decision appealed to him under Section 52, 

it has been the customary action taken and the Board 
has alway acted upon it," 

THE CHAIRMAN: What has been the customary action? 

MR. SHEPARD: The customary action in the past ap- 
beals has been for a remission back by the Governor in Coun- 
cil, and in the past, as a matter of practice, the Board 
has acted upon it; but Assistant Chier Commissioner Ward- 
rope here considerea that it is perhaps an ultra vires act 
of the Governor in Council to do what has been done in the 
past, 

"I do not think that under the Act there can be a 
‘direction! to the Board to do that which the Provinces 
allege should be done by the Board under the Order 

an. Oouner1, 

THE CHAIRMAN: JI see. We have not the order of 
the government back to the Board before us. At least, you 
have not read ‘it yet. I do not know just what it did con- 
tain, but apparently you and this Commissioner contend for a 
direction to the Board to do something, 

MR. SHEPARD: Yes, sir, 

; THE CHAIRMAN: Not only to review. 

MR. SHEPARD: That is correct, 

THE CHAIRMAN: But actually to make a certain spe- 
Cific disposition of the case, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: That is different, you see, and in- 
Stead of varying the order themselves, they would say: 

"Now, here, you vary it". 

MR. SHEPARD: Theat is the point, 

THE CHAIRMAN: But that is what you ask to have con- 
Ormed: "Remit any matter to the Board with directions respecting 
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the disposition thereof", 
MR.SHEPARD: That is correct, and that is the 
reason for this suggested amendment to Section 52 ae 

THE CHAIRMAN: ¥6és, the government then having 
examined the orders of the Board anqg listened to argument 
about it, could say: "This ought to be done, that order 
Ought to be changed. Instead of the change or variation 
as we have power to do, we will send it back to the Board 
and tell them to change it," 

MR. SHEPARD; Yes, I think probably the reason 
behind that is that the Governor-in-Council considers that 
& matter that they are asked to adjudicate upon » Which is, 
let us say, of a technical railway nature, they are not 
qualified to deal with, 

THE CHAIRMAN: But they are, If they direct 
the disposition which the Board has to make, we must assume 
that they are qualified to say what the disposition Ought 
to be, 

MR. SHEPARD: The manner in which they dia this, 
my lord, was to confirm as a matter of principle the 
contentions of the provinces, but they did not do the 
actual technical work to arrive at the result. 

THE CHAIRMAN: What I have in ming now is your 
draft amendment, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: You would empower the Government to 
remit any matter to the Board with directions? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Not to review it and make up the 
Board's mina again, but with directions respecting the dis- 
Position thereof, That would go further, 
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MR. SHEPARD; Yes, it would S0 328 far 2s we 
Suggested or we argued. The Government did in fact do 
under P.C,4678, 

THE CHAIRMAN: Have you got P.C,46789? 

MR. SHEPARD: I do not want to read it all, Mr, 
Chairman, TI think perhaps this igs the relevant paragraph... 

THE CHAIRMAN: How is it numbered? Mr. Demarais 
has just given me the Order in Council, 

MR. SHEPARD: [ft is the last paragraph of the 
Order, Mr, Chairmen: 

"The Committee therefore advise thst the Board" 
that is the Board of Transport Commissioners - 

"be directed to consider in the light of such 
changes in conditions of operations as have or will 
have taken place, the complaints set forth in the 
petition concurrently with the pending application 
for a further increase.,..." 

I do not think I have to read the balance of that, but many 
Other things.., 

THE CHAIRMAN: "and that the disposition by the 
Board of the matters set forth in the petition and 
any revision of Order No, 70425 thet may result from 
Such consideration be made by the Board in relation 
to its disposition of the said pending application," 

Well, is that not merely a direction to the Board to recon- 
Sider everything? 

MR. SH PARD: It is, sir, but then we heve to go 
back in P,C.4678 and see the atiitu’: expressed by the 
Governor-in-Council there, and I am just looking for the 
relevant... 


THE CHAIRMAN: "Consider in the light of such 


changes" - those are changes thot... 
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in this Order-in-Council, 

THE CHAIRMAN: Where are they, then? 

MR. SHEPARD: Well, I am Just looking for them, 
Mr. Chairman, At the bottom of pege 2, the last peregraph 
On page 2 reads: 

"The Committee sare favourably impressed with the 

View that income derived by the Reilweys from sources 
other than their railway transportation Operstions 
Should not be entirely excluded by the Board in deter- 
mining the corporate needs of the Railways. The 
payment of fixed Charges end income taxes ore corporste 
obligations of corporations as Such, and the incomes 
or Corporations, whatsoever their Source, sre liable 
therefor; provisions to be made for dividends ana 3 
Surplus are likewise corporete needs and Should be go 
considered. For these reasons, the Committee sre of 
the opinion that Some portion of the corporate needs 
Should be borne by the income derived from non-railway 
operations," 

THE CHAIRMAN: I have not found that here yet. 
You say it is at the bottom of page 2? 

MR. SHEPARD: It ig on the copy that I have, sir, 
yes. I have just read that. Then the next peragraph... 

THE CHAIRMAN: [It is in the middle of page 3 in 
the copy I have, 

MR. SHEPARD: Then the AOxXts (1, 

THE CHAIRMAN: "The Committee ere favourably 
impressed with the view" - is that the view urged by the 
provinces? 

MR, SHEPARD: Yes, air, 

THE CHAIRMAN: "thot income derived by the Railways 
from sources other then their railway transportation opera- 


tions should not be entirely excluded" - there is the word 
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"entirely" there, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: -oweDY thé’ card an determining the 
corporate needs of the Railways. The payment of fixed 
charges and income taxes are corporate obligations of 
corporations as Such, and the incomes of corporations, 
whatsoever their source, are liable therefor; provisions to 
be made for dividends and a Surplus are likewise corporate 
needs and should be so considered, For these reasons, the 
Committee are of the Opinion that some portion of the 
corporate needs should be borne by the income derived fron 
non-reailway operations," 

Then they 80 on and direct the Board that they must find that, 
thet some portion... 

MR. SHEPARD: The next paragraph, sir, 

THE CHAIRMAN: They do not Say what portion at ei dy 

MR. SHEPARD: No. The next paragraph, sir, 
perhaps I should read: 

"The Committee are further of the opinion that an 
investigation should be made by the Board in order to 
determine the spportionment to be made,"- - now, our 

ergument on that phrase is that this is a direction to 

apportion - 
"between railway earnings and other income, of fixed 
charges, depreciation, income taxes, dividends snd 
Surplus, ond that the Several subjects of complaint set 
forth in the petition Should be referred to the Bosrd 
to be dealt with by the Board pvrsuant to the terms 
hereof in so far as they sre hereby determined, and 
otherwise ss the Board may deem proper on such further 
investigstion as the Board may consider to be werranted 
by the representations of the petitioning governments 


end the Railways, and by other developments subsequent 


to the Board's Order No. 70425," 
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THE CHAIRMAN: "in so far es they are hereby 
determined," ~ that implicsthat this Order in Council 
does operate 3 vaeristion, 

MR. SHEPARD: Yes, sir. Our Submission to the 
Cabinet, which we have argued was Siven effect to by 
the paragraph I have Just reed, was that the Board in 
determining the financial needs of the C.P.R. should have 
made an epportionment between the rail ana non-rsil of the 
fixed charges, dividends end surplus; end our ergument was 
and still is that the beregraph I have just read constitutes 
8 direction to the Board by the Governor-in-Council to 
apportion, and then the method of working out that 8pportion- 
ment is left to the Board, 

THE CHAIRMAN; wes, bub is 1t s4 apportionment that 
can be precise, by the nature of the subjects, .<. 

MR. SHEPARD; Yes, it can be, “It ds a matter of 
orgument and opinion as to what is e proper basis of apportion- 
ment, but the one that was given effect to in the subsequent 
Judgment of the Board as fer ag fixed charges are concerned 
was that they took the book value of assets used in the rail- 
way enterprise ond the book value of non-rail assets and made 
the apportionment of total corporate fixed charges in that 
retio, 

THE CHAIRMAN; Yes; they have to find out what sre 
the fixed charges, depreciation, income taxes, dividends, 
Surplus, end then they are to apportion them between railway 
farnings and other income, 

MR. SHEPARD: 268, Bir, 

THE CHAIRMAN: Is that the ides? 

MR. SHEPARD: Yes, Mr, Chairman. 

THE CHAIRMAN: Then what do they do after thot? 


What does that lead to? 


al 8 Ae V4 a Mr, Shepard 


MR. SHEPARD: Well, that lag to the settlement > 
the principle of apportionment. 

THE CHAIRMAN: ~ know, but whet does it lead to 
then in the Way of epproeching the vate structure? 

MR. SHEPARD: Well, 911 that it means, Sir, is that 
instead of having the C.P.R. come forwerd as the yerdstick 
with requirements amounting to the Furi dividends, the full 
fixed charges and the full Surplus, part of those ere 
allocated and p opportgioned to the non-rail assets, and 
therefore the requirements to be cerned out of the rail 
carnings are reduced accordingly, 

THE CHAIRMAN: At the present time we ere interested 
Simply in the procedure. 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Then you Sey thot the Government 
then committed this back to the Board with 92 direction that 
they were to deal with these matters - that is, railway 
earnings and other income on the one Side, and fixed charges, 
depreciation and SO on on the other side - in accordance with 
this division mede here by the Government, 

MR. SHEPARD: Yes. We say that this Order in Council 
Settled as a principle and made a direction to the Board that 
8n apportionment Should be made, and then it was up to the Board 
to determine what wes the proper apportionment, 

THE CHAIRMAN: What wes the proper apportionment, 

MR. SHEPARD: Yes, 

THE CHAIRMAN; How would they errive at that? 

MR. SHEPARD: How did they arrive at it? 

THE CHAIRMAN: How would they arrive at thet? 

MR, SHEPARD: Well, they orrive at it in the manner 
I described Just @ moment 8g0. So far as fixed charges ere 
Concerned, they took the book value of sssets in the rail 


enterprise, the book value of non-rail assets, ond divided the 
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corporate fixed charges in the ratio that those two groups 
of essets bore one to the other, 

THE CHAIRMAN: Ana then depreciation - was that 
all railway? 

MR. SHEPARD: Well, ectually that word "depreciation" 
in that paragraph I personrily do not think Should have been 
in there, because you cannot apportion depreciation in the 
Some menner that you do fixed charges and dividends and 
Surplus. 

THE CHAIRMAN: Well, what did the Board do, in 
consequence of this order? One of the Commissioners expressed 
a doubt as to its validity, but did they act on it Just the same? 

MR. SHEPARD: Yes, they did, 

THE CHAIRMAN: And they brought sbout this apportion- 
ment? 

MR. SHEPARD: Not entirely. That is one of the 
matters that we are dppealing agoinst, 

THE CHAIRMAN: Not entirely? 

MR. SHEPARD: No, They apportioned fixed 
charges$ they did not apportion dividends and they did not 
spportion surplus, 

THE CHAIRMAN: TI See. Now, in your amendment you 
say the Government moy remit any mattcr to the Board with 
directions respecting the disposition thereof. 

MR. SHEPARD: 166, 81Y, 

THE CHAIRMAN: Do you think thet longusge woulda 
clear up these things for the future? 

MR. SHEPARD: Yes, I think it would, Mr. Chairman, 

Then, returning to pege 51: 

"Manitobe has already submitted sn amendment to 

Section 52(1) which would hove the effect of broadening 
the present power of the Governor-in-Council to vary or 


rescind so that the power would include the right to 
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review, rescind, change, alter or very, @s well as 
the right to remit eny matter to the Board with 
directions respecting thé disposition thereof," 

THE CHAIRMAN: I think the word "review" is 
usually used in talking of a tribunel which is teking a 
thing back, 1 

MR. SHEPARD: I would be content to have that 
word struck out, 

THE CHAIRMAN: Thot ig what the word usually 
means. You go to 2 court to review, to look over again at 
Something that igs already considered snd determined, Now, 
when the Government is épproached this way, it is not looking 
at anything it has already looked at. 

MR. SHEPARD: That is PLeWUs 

THE CHAIRMAN: That is why I think the word 
"review" there ig superfluous. 

MR. SHEPARD: Well, I agree with you, Mr. Chairmen. 

COMMISSIONER INNIS: Wher is the difference between 
chenge, olter and Varyiz 

MR. SHEPARD: Well, I am not too sold on those 
words, °fter our discussion either, Dr. Innis, snd I think 
perhaps I would be quite content if we did not have 8 change, 
alteration or variation in that first part. 

THE CHAIRMAN: I think the only thing that remains 
out of all we have heard so for is, in the main, thst section 
42 hes been working for 47 years and has not been found 
wanting except in this last respect, that is, this power to 
remit. 

MR. SHEPARD: That is correct, Mr. Chairman, 

THE CHAIRMAN: KNow, you would make it clear in 
the legislation that the Government has power to remit? 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Not only to remit to the Board, 


lesaving the Boord with an open mind, but sccording to you 
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they should remit to the Board wtth directions to come to 


certain findings. 


MR. SHEPARD: Yes, Mr, Chairmen; and I go on to 

develop that here now. 

"Much evidence has been sdduced before this 
Commission which indicates the importance of transpor- 
tation Senerally and the railways in particular in the 
netional economy. Under the British North America Act 


Jurisdiction over railways is given to the Dominion 


Parliament," 


THE CHAIRMAN: That is, the railways interpro- 
vinetially -- you have it here, over all railways. 


MR SHEPARD: I think it is over all railways. 


THE CHAIRMAN: No; there are railways which are--- 


MR SHEPARD: No, that is correct. 

THE CHAIRMAN: Interprovincial railways. 

MR SHEPARD: There would be interprovincial rail- 
Wayes yes, Mrs Chairman. 

MR CARSON: 92 (10)(a) ana 10(c). 

MR SHEPARD: Yes. 

It therefore becomes necessary to consider to 
what extent the Dominion Parliament “Should divest itself 
of that jurisdiction by placing the exercise thereof in the 
hands of an administrative tribunal such as the Board of 
Transport Commissioners. 

THE CHAIRMAN: Now, that is going back. That was 
thought to be the most expedient thing to do over half a 
century ago. 

MR SHEPARD: I agree, Mr. Chairman, but I think--- 

THE CHAIRMAN: I mean, as a result of experience 
of the other method. 

MR SHEPARD: Yes. 

THE CHAIRMAN: Having the Government fix rates. 
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MR SHEPARD; And I well recall the very lengthy 
discussion we got into on this subject when it was being 
presented in direct evidence. What I would like to do on 
it before you today is Simply to place before you the 
views that I have set out here, and then perhaps not press 
the matter further. 

THE CHAIRMAN: All PAIGHT, 

MR SHEPARD: Manitoba has expressed its views on 
this matter both in its Submission in evidence at the 
Ottawa hearings; (see pp: 56 and 57° - Manitoba's printed 
Submission; transcript Vol. 44, p.8491 et seq.) and also in 
Q@ statement which appears in the transcript, Vol. ote 
p.13838. It is Manitoba's view that (as pointed out in 
the statement in Vol. 67) railway transportation in Canada 
is too vital ea factor in the national cconomy to be 
regulated only by an independent tribunal such as the 
Bo2zrd of Transport Commissioners without the ultimate 
responsibility for such regulation resting upon the 
Dominion Perliament and the Dominion Government. The 
ultimate responsibility for the Board of course now rests 
with Parliament since Parliament may change the Railway 
Act or personnel of the Board. Manitoba's position is 
that this control ig Somewhat less than what is desirable 
and that the Dominion Government should have power to 
direct the Board if occasion Should arise in order to 
ensure that the attitude ang actions of the Board are not 
inconsistent with wheat is in the best interests of Canada 
from the standpoint of national economic policy. 

THE CHAIRMAN: Does that mean setting up another 
tribunal? 

MR SHEPARD: No, Mr. Chairman. 

THE CHAIRMAN: Who would direct the Board 

MR SHEPARD: Who would direct the Board’ It would 
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be a matter of Government policy, sir. The direction 
would be exercised pursuant to section 38 and section 52. 

THE CHAIRMAN: Where would you get members for 
that kind of board? 

MR SHEPARD: There igs no other board Suggested, 
Mr. Chairman. 

THE CHAIRMAN: No, but I mcan, «yr who would be- 
come members of this kind of board that is being directed 
all the time as to what it Should do? 

MR SHEPARD: Well, my Submission is that that 
need not be considered too bad a situation, and I have 
refercnce a page or two on in my argument to the situction 
in England, and I have also referred previously to the 
Situation under the Aeronautics Act, which sets up the 
Air Transport Board. 

The action of the Dominion Parliament in passing 
the Rrilway Act providing for the Board of Transport Com- 
missioners is, in effect, @ means by which the Dominion 
Parliament and Dominion Government delegate their legis- 
lative and executive powers to an independent tribunal. 

This delegation leaves P°rliament with control 
to be exercised only by way of change in the Railway Act. 
Delegation could, of course, be effected in other ways, 
one of which is thet Suggested by Manitoba, namely, thet 
the R ilway Act make provisions for government directives 
to be made to the Board in somewhat the same manner as is 
now provided in the Aeronzutics Act, to which reference 
was made in our statement in Vol. 67. 

THE CHAIRMAN: Yes, but have you got the 
Acroncutics Act here 

MR SHEPARD: Yes, I have, sir. Perhaps you might 


like a copy of it. 


THE CHAIRMAN: This is an Act which is adminis- 
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tered by the Minister, I gece. 

MR SHEPARD: Yes, it is, sir, 

THE CHAIRMAN: What are the parts to which you 
refer? 

MR SHEPARD: ‘The Act was amended fairly sub- 
stantially by chapter 28 of 8 George VI, which is on page 
6 of the pemphlet I have Just handed to you. Sections 9, 
10 2nd 11 of the Act give the bowers that the Minister of 
Transport has in this regard, 

THE CHAIRMAN: Some Sections say there shall be 
&@ board to be known as the Air Transport Board; is that 
the Bocrd you have in mind? 

MR SHEPARD: The Air Transport Board, yes, sir. 

THE CHAIRMAN: Consisting of three members 
2ppointed by the Governor in Council. It gives the term 
of office, re-appointment, Salaries, and so on, and 
independence of members of the Board, investigation and 
Surveys, and recommendations. Now--- 

MR SHEPARD: Section 9 reads: 

"Subject to the directions of the Minister, the 

Board shell from time to time make investigations and 
Surveys relating to the Operation and devclopment of 
commcreial cir services in Canada end relating to such 
other matters in connection with civil aviation as the 
Minister may direct." 

THE CHAIRMAN: Is that Something like section 38 
Or the Railway Act? 

MR SHEPARD: Yes, it is not unlike that, Mr. 
Chairman, 

THE CHAIRMAN: It is a direction to investigate. 

MR SHEPARD: Yes. Then sect.ion 10; 

"The Board shell from time to time make recommend- 


“tions to the Minister with referentce to any investiga- 


tion or survey mode by it and shall advise the Minister 
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in the ‘exercise of his duties and powers under this 
Act in all matters relating to civil aviation." 

Then section 11--- 

THE CHAIRMAN: They advise the Minister, you 
Sce, in the exercise of his ministerial powers. 

MR SHEPARD: Yes, that is quite right, Mr. 
Chairman. 

Then section 1l: 

"Subject to the approval of the Governor in 

Council, the Board may make regulations - " 
And I do not think it is necessary for me to read all the 
types of regulation. 

THE CHAIRMAN: That is a customary provision 
too; they make regulations, and they are issued then by 
the Governor in Council. 

MR SHEPARD: Yes. 

THE CHAIRMAN: Well, what is the point, then: 

MR SHEPARD: The Air Transport Board, Bin, “ts 
subject to directions from the Minister. 

THE CHAIRMAN: Well, in the same way as the 
Railway Board is by section 30 of “the “Act 

MR SHEPARD: No, I do not believe, sir, that the 
Riilway Act is as broad in the jurisdiction that the 
Minister exercises over the Transport Board as it is over 
the Air Transport Board. 

THE CHAIRMAN: Well, section 9 says that he may 
direct them to investigate something or survey Something, 
then they do it, and then they make recommendations back 
to him as to what he ought to do, not what they ought to do. 

MR SHEPARD: He is 2 free agent to do as he 
thinks best. 

THE CHAIRMAN: " . . . shall advise the Minister 
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Act in all metters relating to civil aviation." 

MR SHEPARD: Yes; but my point is, Mr. Chairman, 
that it does not require the Minister to carry out the 
recommendations of the Air Transport Board. 

THE CHAIRMAN: ‘The Act says that he is the one 
who administers the Act; at the very beginning it says 
thet. 

MR SHEPARD: That is correct. 

THE CHAIRMAN: And this Board is there to advise 
him as to how he should administer it. 

MR SHEPARD: 4e8;, Sirs ibut-<e 

THE CHAIRMAN: If this law of Canada was the 
Same as it used to be, where the freight rates were set 
by © Minister of R°ilways, then you had a board who would 
advise him as to how he should go about it; that would be 
one thing; but would you bring us back to that’ 

MR SHEPARD: No, I woulda not... DI think perhaps if 
I continue with what Tf have prepared here it might make it 
clear, Mr. Chairman. 

It is pointed out that the practice of delegating 
powerssto so-called independent administrative tribunals is 
an American one which has been copied in Canada and which 
differs from the English system, where at least Some com- 
parable regulation has been and is today carried on in 
departments of the State and thus under the direct control 
of the executive government. 

Even before 1945 when the Labour Government was 
elected in England, it is apparent that if the object of 
legislative regulation was to subjecu some industry, or 
Some class of private rights, to the control of the British 
Government to ensure that its activities were eiplanned and 
carried on in accordance with national policy, then the 


regulatory body would almost invariably be made re- 
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Sponsible to some minister, and be placed under his 
direction and control. Regulation of this kind would 
be carried on cither by 2 tribunal or board under 
ministerial control, or by the responsible minister him- 
sclf through his department. 
An example of a tribunal of this kind is to be 
found under The Electricity Supply Act, 1926, by which 
the Electricity Commissioners were constituted to control 
and rcgulate the production and transmission of electric- 
ity. In his book published in 1941, entitled "The 
Independent Regulatory Commissions", Professor Robert E, 
Cushman, Professor of Government, Cornell University, 
States at p.537; 
"In practice, the Electricity Commissionérs enjoy 
virtually complete independence in their day-to-day 
work. The Minister exerts no influence on their 
decisions on technical Or quasi-judicial matters. 
Perhaps the technical character of much of their work 
18 In Dtselr a protection against political inter- 
ference. But their immunity from pressure goes 
beyond that, and results from the clear disposition 
of the Minister to protect their independence and 
impartiality. There are, however, matters of broad 
policy affecting the government's control of elec- 
tricity supply and distribution on which the Minister 
must assume direct responsibility and on which, there- 
fore, he issucs instructions to the commissioners. 
In all such matters they are a part of his department 
and subject to his direction. In short, the happy 
result seems to have been achieved of permitting the 
Electricity Commissioners to act with complete inde- 
pendence and impartiality in their day-to-day handling 
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rights, and at the same time insuring their conformity 
to broad lines of national policy in the field." 

THE CHAIRMAN: So far as that example is con- 
eccrned, the power left to the Minister under that Act is 
the control of electricity Supply and distribution. 

MR SHEPARD; “ee, sir. 

THE CHAIRMAN: That is aLks 

MR SHEPARD: Yes, 

THE CHAIRMAN; Well, what part of railway reguls:- 
tion would you allow to the Minister or to the Government? 

MR SHEPARD; Only that part, Mr. Chairman, which 
is necessary to insure that railways are performing the 
function that the Dominion Government thinks they should 
perform in the national economy. 

THE CHAIRMAN: What do you think they should 
perform? 

MR SHEPARD: Well, I would Say that the function 
they are performing todey is the function that they should 
continue to perform. 

THE CHAIRMAN: Well, haven't you altered that by 
your amendments here? you Say in matters of policy they 
must take their directions from the Government. 

MR SHEPARD; Well, we can visualize, and it is not 
a Situation that exists today, but there is a possibility -- 
I think it has been brought out by questions directed to me 
by Dr. Angus yesterday -- what is going to s:transpire in 
the event that all transportation costs in this country 
Should be borne by the long-haul traffic. Now, it may be 
under circumstances Such as that that the Government would 
have to formulate 2 policy for the relief of the outlying 
districts and Give directions to the administrative tribunal. 


‘THE CHAIRMAN: I think myself you would have 
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nesscs told us when he was asked that such a matter even 
as whether rates should be fixed horizontally or otherwise 
Wes a matter of policy which the Government should 
determine every time there is a hearing. 

MR SHEPARD: TI do not recall that particular 
evidence; it may well have been. 

THE CHAIRMAN: Well, I think Mr. Moffat told us 
that. Now, is that what you really mean? 

MR SHEPARD: No; 16 14 not, Mr. Chairman. 

THE CHAIRMAN: You have receded from that posi- 
tion? 

MR SHEPARD: Well, I do not really think that Mr. 
Moffat meant it. 

THE CHAIRMAN: Well, look up the evidence and 
make sure, because TI think he did. 

MR SHEPARD; Well, he may have said it, but he 
wes pushed rather hard on this particular DOING, ang==— 

THE CHAIRMAN; Well, take a point like that. We 
have heard a lot about the general increases being fixed 
on 2 horizontal basis, and the Board is asked to do so 
again; would you leave the Board free to determine that 
according to your Proposals, or would you Say the Board 
must ask the Minister what it ought to do? 

MR SHEPARD: No; all that we are asking for--- 

THE CHAIRMAN: What would you want in that parti- 
cular case 

MR SHEPARD: All that we are asking for is this, 
that if the Board violates a principle--- 

THE CHAIRMAN: What is the principle? 

MR SHEPARD: Well, I am now discussing with you, 
Bir, the principle of the horizontal increase. 

THE CHAIRMAN: Yes. 

MR SHEPARD: If the Board wiolates the view that 
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the provinces hold on horizontal increases--- 

THE CHAIRMAN: You mean does not accede to that 
view? 

MR SHEPARD: Does not accede to that view; we 
want to be free to appeal that to the Governor in Council. 

THE CHAIRMAN: Well, you are free, 

MR SHEPARD: We are free now. Now, the next step 
is that we want to have the Governor in Council through 
the suggested amendment to remit -- the amendment we 
have suggested to 52(1) -- we want the Governor in Council 
to be free to remit that matter and Settle the principle-<. 

THE CHAIRMAN: Remit with a direction: 

MR SHEPARD: With a direction, not to do the 
final finding, but to Settle the principle, as they did on 
this Apportionment matter that we were discussing a few 
moments ago; and that is as far as we would envisage this 
power of remission to go. 

THE CHAIRMAN: Yes, but can't you do all that 
today? 

MR SHEPARD: Well, from what I have read of the 
Assistant Chief Commissioner's judgment, he considers that 
the Governor in Council has no power to give directions to 
the Board of Transport Commissioners. 

THE CHAIRMAN: Although they have done it. 

MR SHEPARD: Although they have done it; but that 
does not necessarily mean they have the power. 

THE CHAIRMAN: What you want to make sure of is 
that they do have power to remit. 

MR SHEPARD: That is exactly the point. 

THE HAIRMAN: With directions. 

MR SHEPARD: Yes. 

THE CHAIRMAN: And they have done it in the past. 

MR SHEPARD: They have done it in the past, and 
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the Board has acted on it. 

THE CHAIRMAN: yoy want to make it clear that 
they have that power, 

MR SHEPARD: Yes, Mr. Chairman. 

THE CHAIRMAN: Well, tHat 1s one thing; but are 
you going any further than that? 

MR SHEPARD: No. 

THE CHAIRMAN: When you use this word "policy"? 

MR SHEPARD: No, 

THE CHAIRMAN: That is all you mean, is it? 

MR SHEPARD: That is all we mean, Mr. Chairman. 

THE CHAIRMAN: All right, then, gO on. 

MR SHEPARD: Resuming at the top of page 54: 

Other examples of ministerial control in Englend 
existing prior to 1945 are found in the powers exercised 
by the Minister of Health under The National Health Insur- 
ance Act, 1936 and The Housing Acts, 1936, in addition to 
which the Minister of Health acted as a tribunal, hearing 
appeals from awards made under The Old Age rensions Act, 
The Blind Persons Act, and The Widows, Orphans and Old Age 
Contributory Pensions Act. 

THE CHAIRMAN: Are you adding anything to the 
case by all thiso You tell us now that all you want is a 
continuation of the present procedure whereby you appeal 
if you are not Satisfied and the Government then can remit 
back with a direction, 

MR SHEPARD: No, I do not believe I am, sir. We 
Perhaps could have the balance of that page taken as read. 

THE CHAIRMAN: In that case, then -- [I want to 
make sure now -- the Board would be free to exercise its 
Own discretion unless Somebody appealed from it to the 


Government: 
MR SHEPARD: That is right. 
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THE CHAIRMAN: That is right, is it? 

MR SHEPARD: Yes, Mr. Chairman. 

The activities of the Ministry of Transport in 
England afford a G00d example of industrial regulation. 

The Minister of Transport prior to 1945 exercised powers 
under The Road Traffic Hct, 1930, The Local Government 
Act, 1929, The Bridges Act, 1929, eThe Merchant Shipping 
Act. 1894, The Road and Rail Traffic Act, 1933, and The 
Railway Regulation Act, 194Q, 

It is further pointed out that there is today 
within the framework of the present Railway Act in Canada 
a fair measure of control by the executive arm of govern- 
ment. In €Ssence, what the Board of Transport Commission- 
ers is doing is merely to exercige an executive function of 
E~overnment. 

Mr. Carson has pointed. out,end I think he is quite 
right, that perhaps I should read the last paragraph on 
page 54. because it does deal with the C.P.R.'g Submission. 

It is Manitoba's Submission that there is there- 
fore a clear choice open to this Commission either to 
recommend that the present control through Section 52 be 
left unaltered or to recommend adoption of the Suggestions 
made in this respect by M nitoba. In any event there is, 
in our view, no basis in logic by which effect could be 
Given to the C.P.R. submission that Section 52 of the 
Reilway Act Should be repealed. 

THE CHAIRMAN: yes. On the one hand the C.P.R. do 
S2y that there Should not be eny appeal to the Government 
at all; that 15 x eh. 


MR SHEPARD: [It is section 52(1). 
THE CHAIRMAN: That is, the C.P.R. say there 


Ought not to be any appeal to the Government. 


MR SHEPARD: That is correct, yes. 
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THE CHAIRMAN: At the time the legislation was 
put through, in - 1903 I think, the question was debated 
then whether it was advisable to leave this appeal with 
the Government. Finally it was decided it was best to do 
it. Now the C.p.R. reopen that ana Say that the appeal 
now should be abolished. 

MR SHEPARD; That is right, sip. 

THE CHAIRMAN: You say that it Should be con- 
tinued. 

MR SHEPARD: Yes, 

THE CHAIRMAN: Ana that your use of the words 
"settling policy" merely means to Say that on any such 
arrangement the Government should have power to remit to 
the Board with directions. 

MR SHEPARD: Yee. 4s 

THE CHAIRMAN: And that is all you want. 

MR SHEPARD: That 18) S11, sty. 

Now turning to page 55: 

i. Crow's Nest Pass Grain Rates 

Mr. Covert's memorandum next refers to Section 
325 (5) which preserves by Statute the Crow's Nest Pass 
freight rates on Grain and grain products. M:-:nitoba's 
views on this matter have already been presented to your 
Commission both in evidence and argument. (Vol. cba ae oP 
19405 et seq. and Vol. 108, p. 19954 et seq.) 

Then Mr. Covert refers again to the matter of 
reparations, which I have already dealt with on page 29 
of my argument. 

hae Reparations 

Paragraphs 7(g) and 7(h) of Mr. Covert's memo - 

randum deal with the question of reparations which has 


already been commentted upon with reference to paragraph 


3(¢) of Mr. Covert'ss memorandum. 
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Then the next Subject is Powers, Duties and 
Constitution of Board of Transport Commissioners, which 
is dealt with in paragraph 7(1) of Mr. Covert's memo- 
randum. There are several amendments that Manitoba is 
Suggesting with reference to these powers. 

Paragraph 7(1) of Mp. Covert's memorandum 
requests en expression of Opinion on any amendments to 
the R-ilway fect dealing with the revision of the powers 
and duties end constitutionof the Board of Transport 
Commissioners. 

Such amendments as Manitoba considers necessary 
relating to the powers and duties of the Board have already 
been referred to your Commission. 

I think we have discussed all of the amendments, 
those dealing with rate-making powers. We have already 
discussed 32548, 325B ana 325C and 438A, but there are two 
additional amendments, which are, the amendment to section 
53; which appears on page le of our amendments, and the 
amendment to section 36, which appears on page 13, and 
perhaps I might reaqg those now. The amendment that we are 
Suggesting to section--- 

THE CHAIRMAN: Pardon me. You are reading be- 
ginning on page 562 Tt is the argument on page 56 now, 
te ‘£t7 

MR SHEPARD: Page’ 55’) tore; Chairman, under the 
heading "Powers, Duties and Constitution of Board of 
Transport Commissioners". 

THE CHAIRMAN: Then you refer us back to page 12? 

MR SHEPARD: Yes, Mr. Chairman. 

Section 33 we are suggesting should be amended by 
adding to it SubSections 6 and 7. Section 33 is the section 
of the Act which defines the jurisdiction of the Board, 


and we are Suggestsing to be added as subsection 6 the 
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| "Notwithstanding the provisions of Sub-section 

(2) of Section 9 of this Act the Board is an 

administrative tribunal and its orders, decisions, 
rules and regulations shall be construed accordingly. 
The Board shall not be bound in any way by its 
Previous decisions, Procedure or practice," 


And the note to that is; 


"The purpose of this amendment igs to make it 


clear that the doctrine of Stare decisis does not 
apply to the Board." 


Then we are Suggesting a further amendment, an- 


Other Subsection, number 7, to Section 33: 


"Upon any hearing the Board may hear any <<, 
Evidence which in its opinion is relevant to the 
matter and shall not be bound by the legal or 
technical rules of evidence nor shall it be 
restricted to making a decision based only upon the 
evidence taken at the hearing." 

THE CHAIRMAN: What does the Board do now when 
Gate hearing a case? 

MR SHEPARD; Well, our point, Mr. Chairman, was 
that they took the attitude that a court normally takes 

in litigation, of awarding the verdict to the litigant who 

makes out a ease, and in that regard I would just like to 

refer to the Judgment of Mr. Justice Kellock in the recent 

Supreme Court deaision which I referred to this morning. 

It is 1950 Supreme Court Reports, starting at page 25; the 

Judgment of the court on page 31 contains this comment: 

"In our opinion if anything involved in these 
matters twas relevant" -- 


and he ig refterring to these grounds of postSoning in the 
8% judgment ~.. 
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-- "to a determination of the application of the 
railways and the review of the 21 per cent 
judgment ordered by P.C, 4678, it was for the 
Board itself to make its own determination and 
it was not competent to the Board to await the 
investigation of such matters by some other body 
or the passing by Parliament of some future 
legislation with respect to them, Such a 
decision involves, in our Opinion, a declining 
of jurisdiction, " 

That was one -- 

THE CHAIRMAN: You object to that, do you? 

MR. SHEPARD: We consider that the Board as an 
administrative tribunal has now without these amendments 
the duty to conduct independent investigations, not to be 
bound by the ordinary rules of evidence, but in the past 
they have not treated a matter before it in that way. 

THE CHAIRMAN: I do not see the connection there, 
In that case the judge who wrote that decision said that 
he found that what the Board had done amounted to a de- 
clining of jurisdiction, that is, a refusal to exercise 
its jurisdiction, 

MR.. SHEPARD: Because it had failed to make its 
Own determination of these matters. 

THE CHAIRMAN; Well, it gave reasons why it was 
not, They were waiting for somebody else to do some- 
thing, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: Well, what do you mean now? Do 
you mean now to provide that the Board should be empowered 
to wait for somebody else's decision? 

MR. SHEPARD; No, just the reverse, Mr, Chairman, 


What we are asking for now is that these amendments be 
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added to the Act so that the Board will have before them 
in black and white a definition of their duty to make a 
determination themselves, 

There is one further excerpt from the judgment 
of Mr. Justice Kellock -- 

THE CHAIRMAN: You mean to Say if the Act had 
been then in the form in which you would now put it, the 
Board would have gone on and acted without waiting; is that 
167 

MR. SHEPARD: No, I doubt that they would have 

under the circumstances, But the reason that we want 
these amendments, Mr, Chairman, is that the Board has 
not considered that it has responsibility on its own. 
In a past it has become apparent to us appearing before 
the Board that they listen to the evidence as adduced and 
make a decision on the evidence as adduced, Now, we say 
that is wrong. 

THE CHAIRMAN: Is not that why they hear appli- 
cations? 

MR. SHEPARD: We Say that is wrong for an 
administrative tribunal, Mr, Chairman, that they have in 
addition to the duty of hearing evidwnce and sifting it, 
a duty, because of the nature and character OF. Che tris 
bunal, to get information: ~— themselves, They are 
not bound by the legal rules of evidence, so that the 
weight of evidence presented to them determines the issue, 
If there is Something that they do not know the answer 
tO, .1t.1s their duty as an administrative tribunal to 
find out what the answer is, 

THE CHAIRMAN; And you say that they say they 
have no power to do that? 

MR. SHEPARD: No, they do not Say that they have 


no power, but they have not done it, 
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THE CHAIRMAN: How do you Know they have not? 

MR. SHEPARD: Because they have not made a 
determination of these matters that we have been discus- 
Sing, 

Then the second excerpt from the judgment of 
Mr, Justice Kellock appears on page 34, He says this: 

"In granting a measure of relief, as it 

did by its interim order of 8 per cent, the 

Board concedes that the railways had made out 

a case for relief, The error lies in failing 

to proceed to determine the extent to which the 
interim relief granted was adequate or inadequate 
on the basis of the case made." 

Now, our point is, Mr. Chairman, that in a 
railway rate case the Provinces who have been in the role 
of respondents to the application are not in a position 
to adduce positive evidence before the administrative 
tribunal to contradict or controvert the evidence of the 
railways, and it is to berform that very function that 
the Board of Transport Commissioners exists, It is there 
to protect the public interest, We are not saying that 
it has not got the powers that we are putting forward in 
these amendments, but we are Saying that we consider them 
necessary because in the past they have not exercised 
those powers, 

THE CHAIRMAN: Now, supposing the railways apply 
for an increase of rates and the provinces do not appear 
to oppose the application, nobody appears to oppose the 
application; would not the Board Still heave the power and 
the duty to find out whether the application was justified? 


(Page 21543 follows) 
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MR. SHEPARD: I think they would, but that is 
the wording of Mr. Jystice Kellok which I think is in 
point. He refers to the basis of the case made by the 
railways. 

COMMISSIONER ANGUS: Are you taking that out of 
its context a little, Mr. Shepard? Suppose the Board had 
given as its reason for an interim order that it itself 
felt that it should make some investigations and get some 
more information than was actually before them. Do you think 
the Supreme Court Judgment would then have followed the 
lines that it did? 

MR. SHEPARD: No, I doubt it very much. 

MR. CARSON: That is the very point put to me 
in argument, but I did not challenge it. 

THE CHAIRMAN: That is as it coccurs to me, 
that the Board has this power now. 

MR. SHEPARD: It has the power now. I have 
Said right from the outset in this discussion that in 
my view the Board has the power now, but what we are 
objecting to is that in the past the Board has not 
behaved as if it did have the power, and we consider 
that if these amendments are included in the Act, it 
will be something that can be pointed to definitely 
and will assist the Board in carrying out its duties. 

The same general comment, Mr. Chairman, would apply to 
the suggested - - 

THE CHAIRMAN: You should always be careful 
in trying to define things to over-define. When 
you enumerate certain things, to include those 
things you did not enumerate, there may be a rebound 
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Board of that sort, generality is a better rule to be 
governed by than particularity. 

MR. SHEPARD: I would certainly agree with 
you as a pasate principle for administrative tribunals, 
Mr. Pieter) 7s Provincial experience before the Board 
in the past three years has been such that unless we 
controvert the railway evidence, the Board accepts it. 

We consider that the function of the Board is to protect 
the public interest by making their own investigations. 

THE CHAIRMAN: How do you know their own 
investigations would support your argument? 

MR. SHEPARD: I wouldn't care if it did or 
not. I want to see that they do their job. 

THE CHAIRMAN: I think you have quite a good 
idea that they would. 

MR. SHEPARD: Whether it would or not is 
not the point I am discussing now. I want to ensure 
that they do the job they are designed to do, and that 
if they can do it without these amendments, that is fine, 
but past. experience is that they have not, we say. 

THE CHAIRMAN: Haven't they their technicians, 
advisers and departments of investigation? 

MR. SHEPARD: Until the recent rate case the 
Board had not a chartered accountant on its staff, and 
I am not exactly sure when they acquired one, but I 
think it was after the 21% Rate Case. At the time the 
20% application was heard. There is an Exhibit filed 
with this Commission by Mr. Frawley, no. 279, which 
sets out the staff at the disposal of the Board today. 

THE CHAIRMAN: Well, the staff may be in- 


sufficient. 
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MR. SHEPARD: Yes, I think that is true, 

THE CHAIRMAN: But maybe it could be increased, 

MR. SHEPARD: If TI might, Mr. Chairman, I think 
I should continue with page 55. It is the last para- 
graph of that page. 

While Manitoba considers that amendments will 
be necessary to bring about changes in the constitution 
of the Board of Transport Commissioners and its staff, 
we are of the view that changes can be effected in the 
main by recommendation rather than amendments to 
iégistation. 

THE CHAIRMAN: Just a minute, in the constitutitn 
of the Board the Act Says what the constitution of the 
Board should be; We cannot change that without changing 
the “Act. 

MR. SHEPARD: That will require legislative 
amendment. 

It is Manitoba's view that the Board of 
Transport Commissioners should consist of three members 
only - - 

THE CHAIRMAN: Right there you would have to 
amend the Act of course. 

MR. SHEPARD: That is right, Mr. Chairman. 
~ - who should be men whose judgment has been matured 
by the knowledge of and experience with matters of 
national concern. The Chairman of the Board should be 
a judge of the Exchequer Court of Canada. Such a 
Board would be qualified to deal with general rate 
cases and the other less onerous, but perhaps no less 
important matters relating to safety, service and the 


administrative machinery of the Board. The Board should 
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be empowered to retain on a temporary basis expert 
technical advisers of the very highest calibre in any 
field in which it is particularly concerned on rate 
cases. At the present the power to appoint such experts 
is restricted to that given to the Governor-in-Council 
under Section 21 of the Railway Act and it is recommended 
that this Section should be amended so that the Board Jar 
its own motion make the appointment of experts. 

It is further submitted that if the volume 
of routine work required to be performed by the Board of 
Transport Commissioners is too great for three men to 
dispose of efficiently, the Railway Act should permit 
the appointment of other officials to the staff of the 
Board of Transport Commissioners, who should determine 
applications and matters of a routine nature with the 
right to any party interested to have the matter reviewed 
by the Board of Transport Commissioners. 

On the question of staff and the possible 
inauguration of a system of . trial examiners, it is 
Manitoba's view that Sectiors 69 and 70 of eee, 
Act give the Board (with the procedure now Tene Aer 
Section 53) approximately the same powers as the I.C.C. 
on this matter of trial before officials other than the 
members of the Board itself. 

Manitoba is not in a position to make a detailed 
definite recommendation in this regard beyond what I have 
Just expressed. However, it is recommended that your 
Commission could usefully analyze the Interstate Commerce 
Commission organization, with a view to recommending the 
adoption of those features of that organization which 


might be suitable to meet Canadian conditions, either 


in their present or in some modified form. 
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THE CHAIRMAN: Pardon me, Mr. Shepard, I 
want to make sure of this. You refer to Section 53 at 
the top of the page. 

MR. SHEPARD: Yes, Mr. Chairman. 

THE CHAIRMAN: Is that the right reference? 
It says that:- 

"The Board may make general rules regu- 

lating...its practice and procedure," 

MR. SHEPARD: Yes, but then we refer also -- 
it is under that Section that they make rules and 
regulations -- we refer to Sections 69 and 70 which 
deal with the inquiries which can be made by the Board: - 

"The Board may appoint or direct any 

person to make an inquiry and report upon 
any application, complaint or dispute..." 
And so on. That is how 69 starts out. 

THE CHAIRMAN: Well then, they have that 
power now? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: What are they lacking? What 
more would you give them in that respect? 

MR. SHEPARD: Nothing more. 

THE CHAIRMAN: The power of these inquiries 
to make findings, to adjudicate? 

MR. SHEPARD: Yes, that might be considered, 
We are not making a definite and detailed recommendation 
in this regard, because we do not consider ourselves 
competent to do it, 

THE CHAIRMAN: You say that these people 


Should determine applications and matters of a routine 
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nature, whatever that may mean. 

MR. SHEPARD: Well, that would include most 
anything except the general rate cases. 

THE CHAIRMAN: The general rate cases don't 
come on often, do they? 

MR. SHEPARD: I hope they don't, Mr. Chairman. 

THE CHAIRMAN: Experience shows they don't, 

MR. SHEPARD: Well, we have had three in the 
last three years, but prior to that it had been twenty- 
five years, I think, since the last one. 

THE CHAIRMAN: You would have these people 
who may at the present time inquire and report, you would 
hav them further empowered to dispose of applications? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: Subject to an appeal to the 
Board, is that it? 

MR. SHEPARD: Yes, what we have in mind - - 

THE CHAIRMAN: You say that is what the I.c.c, 
does? 

MR. SHEPARD: That is my understanding, sir. 

THE CHAIRMAN: All right. 

MR. SHEPARD: It should be emphasized that the 
function of the Board of Transport Commissioners is to 
fix rates just and reasonable to the carriers and the 
public and to protect the public interest by requiring 
a Standard of service that meets the transportation needs 
of the shippers and the consumers and that meets certain 
safety standards, 

Such a concept in Manitoba's view places a 
definite duty upon the Board of Transport Commissioners 


to keep current records and constant checks upon the 
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railways, their method of Operation, and the fairness 
of rates charged. The Railway Act should make it clear, 
if indeed further clarity is required, that the onus is 
upon the Board of Transport Commissioners to safeguard 
the public interest in all matters within its juris- 
diction. 

It must be borne in mind that in the past the 
Board of Transport Commissioners has by its attitude 
indicated that because the provinces did not adduce 
evidence to controvert that adduced by the railways, 
the railways' evidence should be accepted. This puts a 
party other than a railway in any matter before the 
Board in the same relative position as a party in a 
lawsuit -- casting upon that party a burden of proof or 
disproof which is quite beyond his capacity to dis- 
charge in the face of the expert railway evidence. 

THE CHAIRMAN: Do you think as a matter of 
fact the Board would admit that this is the case, that 
they doyact in this way? 

MR. SHEPARD: You mean, if you were to ask 
the members of the Board if they do? I don't know whether 
they would or not, Mr. Chairman. 

THE CHAIRMAN: Have they ever said they were? 

MR. SHEPARD: No, I don't believe they have. 

COMMISSIONER ANGUS: There is some danger of 
misunderstanding the second line there:- 

",....evidence to controvert phat 

adduced by the railways..." 
Would you say that was true, irrespective of the 
quality of the evidence produced by the railways? 

MR. SHEPARD: No, I would not. 
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COMMISSIONER ANGUS: Isn't that the point? 

MR. SHEPARD: My point, Dr. Angus, is that 
ft think I would go this far in Saying that irrespective 
of the quality, the railways have a natural self-interest 
in any case before the Board, not that there is any thing 
reprehensible or critical about them having that self- 
interest, 

THE CHAIRMAN: That is why they are there, 

MR. SHEPARD: That is why they are there, of 
course, and the Provinces are not equipped with railway 
experts or experts in these matters. We consider that 
the function of the Board is to critically analyze even 
the high grade evidence put forward by the railways. 

COMMISSIONER ANGUS: Yes, I can see that, 
but doesn't this go a long way, the language used here, 
doesn't the Board place the onus on the railways in 
certain cases to do certain things? 

MR. SHEPARD: Yes, you are quite right. 

It must be made clear by legislation that one of 
the prime functions of the Board is to investigate through 
its own staff any and all evidence tendered by railway 
or shipper and to test railway evidence critically, 
rather than accept it without question simply because 
the opposing party has been unable to controvert it. 
Because of this past Situation, Manitoba recommends that 
the Board be equipped with whatever staff of a technical 
and clerical nature may be necessary to make adequate 
Studies and investigations of all matters under the 
Jurisdiction of the Board. 

With reference to the onus placed upon an 
administrative tribunal such as the Board of Transport 


Commissioners to safeguard the public interest, the 
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following quotation from "Public Utility Economics" 
by Emerson P, Schmidt, 1940, page 205 (revised preliminary 
edition) is relevant: - 

"Under chairmanship of William A. Prendergast, 
the New York Commission tended to view its 
function as that of gathering facts and 
rendering judgment. For the most part the 
Commission waited for complaints from con- 

Sumers and mumicipalities. It 2SsSumed that 
cities wished to prosecute their own cases, 
to hire their own experts and to appear as 
litigants. The procedure before the Commission 
thus resembled that before a Court. The 
Massachusetts md Wisconsin commissions have 
taken opposite view of their responsibilities 
and have aggressively tried to discover cases 
of discriminatory and extortionate rates or 
inadequacy of service. The theory underlying 
the creation of utility commissions was that 
the utilities could be expected to protect 
their own interests but the customers could 
not; hence the commissions were designed to 
act as 'people's defenders! and to adopt a 
policy of continuous scrutiny of company 
policy attempting at all times to foresee the 
effects of policies and to advise and order 
changes in the public interest." 

It is the latter concept that Manitoba advocates. 

THE CHAIRMAN: That is the procedure adopted 


by the Massachusetts and Wisconsin commissions? 
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MR. SHEPARD: Yes, Mr. Chairman 

THE CHAIRMAN: That is where the matters are 
concerning discriminatory and extortionate rates or 
inadequacy of service? 

MR. SHEPARD: Yes, Mr. Chairman. 

THE CHAIRMAN: So far as rates are concerned, 
the Board itself has fixed rates? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: And finds that the railways, not 
using what they may , used only up to 5% or less? 

MR. SHEPARD: Yes. 

THE CHAIRMAN: At first blush they would say 
that they are trying not to be extortionate and not 
Charging what they might charge. 

MR. SHEPARD: I would not like this quotation 
picked out and said to give the entire substance of 
Manitoba's view. 

THE CHAIRMAN: What sort of commissions are 
these here? 

MR. SHEPARD: These are public - utility 
commissions. 

THE CHAIRMAN: What kind of public utility 
commissions? 

MR. SHEPARD: Regulating power companies and 
the like. 

THE CHAIRMAN: Power regulating and like 
companies? 

MR. SHEPARD: Yes, Mr. Chairman, 

MR. CHAIRMAN: In a state? 

MR. SHEPARD: In a state. 

| MR. CHAIRMAN: In a2 whole state? 
MR. SHEPARD: Yes, Mr. Chairman. 
RECESS (Page 21553 follows) 
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I was about to deal, Mr, Chairman, with the 
matter brought up in paragraph 8 of Mr. Covert's 
memorandum, 


AMENDMENTS TO RAILWAY LEGISLATION GENERALLY 
LUN GENERALLY 


Paragraph 8 of Mr, Covert's memorandum of 

December 16th requests Counsel to deal with any proposed 

amendments to railway legislation generally including 

Specific recommendations with respect to (a) agreed 

charges, (b) The Maritime Freight Rates Act, and (c) 

national transportation policy -- co-ordination of 

transportation agencies, 
A, Agreed Charges 
With respect to agreed charges, Manitoba's 

views may be found in the printed brief at page 122 

(trenscript Vol. Hie B75) ) The views therein 

expressed amount to a request to this Commission to 

recommend the repeal of Part 5 of The Transport Act, 1938, 

Statutes of Canada 1938, Chapter 53, 

In defence of a broadening of the basis for 

egrced charges, Mr, Fairweather for the C.N.R, 

Stated (Vol, 109, p, 20108): 

Perot ts “shout. tha only means that the 
railway has of effectively meeting the com- 
Petition afforded by the motor vehicle," 

it is Manitoba's view that the agreed charge is 
& weapon given to the railways by which they are 
enabled in some degree at least to eliminate truck 
competition rather than to meet it, If the railways 
seek to justify the agreed charge solely on the ground 
that it enables them to meet truck competition, surely 
the same end can be accomplished by competitive rates 
and there is therefore no justification for retaining 


the agreed charge provisions in The Transport Act. 
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Then, dealing with the next two subjects in 
Mr, Cyvert's memorandum , I think it is perhaps unnecessary 
for me to read them; they can be put into the transcript, 
B, Maritime Freight Rates Act 
Manitoba makes no submissions or recommendations 


with respect to the Maritimes Freight Rates Act, 


C, Coordination of Transportation Agencies 

With respect to national transportation policy -- 
coordination of transportation agencies, Manitoba is 
not suggesting any amendments to railway legislation 
and has expressed its views in this matter in com- 
menting on the second paragraph of Mr, Covert's memor- 
andum. 

Then there are certain miscellaneous subjects 
under paragraph 9 of the memorandum, The first one 
invites comment on the Subject of amalgamation, unifica- 
tion or government ownership, and Manitoba's views on 
that are opposed to it; they are found in the submission 
and quoted in the ergument, and I would suggest that 
perhaps they could just be put into the record without 


my reading them. 


MISCELLANEOUS SUBJECTS 
iN beth cemacloehantaolieaeatt hed eter he Baad 
Paragraph 9 of Mr, Covert's memorandum invites 
the expression of views on a number of miscellaneous 


Subjects which it is now proposed to comment upon, 


(a) Amalgamation, Unification or Government Ownership 
ee ment Vwnersnip 


In Manitoba's main submission it is stated at 
the end of Chapter 1 (printed submission p.48,; transcript 
Vol. 44, p. 8466); 

"We should immediately make it clear ,however 


that we do not question the wisdom of contimuing 
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the basic structure of Canada's present railway 
system in which the C.N.R., a government owned 
enterprise, competes with the OP aka 

operated as a privately owned railway. Although, 
in the remainder of this Submission we make a 
number of proposals which woulda have the 

effect of laying down a more detailed framework 
of law and regulations within which the 
railways would be free to exercise their own 
judgment, nevertheless, we are strongly of the 
view that the C.P.R, Should continue to operate 
as a privately owned system within thet frame- 
work, We feel that administrative efficiency, 
operating efficiency and service to the public, 
will all be maintained at a better Standard if 
Canada continues to have two competing major 
railways, one privately owned and one owned 
by the Dominion Government." 

THE CHAIRMAN: When you say you are opposed to 
amalgamation, unification or government ownership, do 
you mean then that the two major railways should be 
allowed to continue the way they are? Is that it? 

MR. SHEPARD: That is our view about Lv; pat. 


Chairman, 


THE CHAIRMAN: One should be a government railway 


and the other a private enterprise? 

MR. SHEPARD; That is correct, 

THE CHAIRMAN: And they both should be enabled 
to live; is that it? 

MR. SHEPARD: Yes, that is our view on today's 
conditions, Mr. Chairman, We are not committing 
ourselves for the future. 


THE CHAIRMAN; You want the Canadian Pacific 
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to remain a private enterprise? 
MR. SHEPARD: Yes, Mr. Chairman, 
THE CHAIRMAN: And alive? : 
MR. SHEPARD: Yes, Mr. Chairman, 
COMMISSIONER INNIS: Ana both should be subsidized? 
MR. SHEPARD: To the extent that we have recom- 


mended with reference to passengers, for example, yes. 


(b) Air and Coastal Shipping, 
(c) Ferry Service to Piel « 

Manitoba expresses no views on items (b) 
and (c) above, 
(d) Treatment of Hudson's Bay Railway 

Item 14 of Manitoba's Brief of Poin a) 
dealing with this matter, appears at page 14 of 
Manitoba's printed submissions. The import of this 
item is to urge that maximum of utilization should be 
made of the Hudson's Bay Railway in order to ensure 
that transportation facilities will be maintained 
and developed in the newer areas in the northern part 
of Manitoba as well as for the purpose of developing 
traffic both to the markets of the world and from 
Europe and elsewhere. The matter was again referred 
to in the Submission presented to this Commission by 
The Honourable Mr, Campbell at the Regional Hearings 
of your Commission in Winnipeg on June lst, 1949, 
Mr, Campbell's reference to the Hudson's Bay Railway 
is found at page 36 of Manitoba's printed Submission 


Woods 22.20) 


(e) Regulation of Trucking 


In reply to a memorandum from Mr, Covert, I was 


instructed to express the views of the Manitoba Govern- 


ment on this subject, which I did in a letter dated 
December l6th, 1949, to Mr. Covert, the relevant 


portions of which read as follows: i 
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While Manitoba is prepared to consider 
Suggestec improvements tn its present system 
of truck regulation, it is of the view that 
the methods now followed pursuant to the 
Manitoba Highway Traffic Act and the Manitoba 
Municipal and Public Utility Act ere satis- 
factory, 


Manitoba is not prepared to surrender its 
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es 
Manitoba is not prepared to agree that 

its Public Utility Board should act in 
accordance with an agreed national policy on 
trucking nor is it prepared at this time to 
give any assurance that it would de willing 
to enact measures uniform in principle in 
order to give effect to such agreed national 
policy. This attitude is occasioned by 


the opinion of my Government that it vould 


prepared to attend any conference that may 
be called for the pursose of formulating a 
hational policy on the regulation of trucks. 


Manitoba is not at this time orepared to 


“ 


ao 


agree to Dominion control of interprovinctal 
trucking nor, in the alternative, to agree 
to contrel of ali interprovincie! trucking 
by a tribunal jointly operated by the 
provinces, Here again, however, my 


Government is preparcd to attend any conrer- 


ence that may be called for the purpose of 


discussing the probiem of control of inter- 


provincial trucking. 
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THE CHAIRMAN: Who do you at present sy 

ought to control interprovincial trucking? 

MR. SHEPARD: At the present time I think 
Manitoba's attitude is Simply one of willingness to 
consider the matter, but they do not feel that they can 
consider it without ascertaining the views of other 
interested governnents at a conference along the lines 
that we have mentioned in this Submission, 

Manitoba would, of course, always be prepared 
to consider the eadvisebility of putting into effect in 
Manitoba statutes and regulations uniform with other 
provinces, but Manitoba is not prepared to give a 
blank cheque commitment in advance to accept any type 


of control Simply because it is uniform, 


(f) Prohibition of Trucking through National Parks 


Manitoba's view in respect to this subject 
is that National Parks should not be an artificial 
barrier to truck transport, 

THE CHAIRMAN: Should they be any kind of 
barrier? 

MR. SHEPARD: [I would say no, Mr, Chairman, 

THE CHAIRMAN: Not be a barrier? 

MR. SHEPARD; Yes, 

(g) Trans-Canada Highway 
Manitoba expresses no views on this Subject 


at this time, 


(h) Chignecto Canal 
—eee O. anad. 


Manitoba expresses no views on this Subject. 


i.) Advisory Committee for National Harbours Boards 
eco For National Harbours Boards 


Manitoba expresses no views on this subject, 
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Quality and Efficiency 
Manitoba expresses 
Then on page 64 we 

the subject of Rate Ease and 


sey, Mr, Chairman, that 


Mr, Shepard 


of Service in Certain Regions 
do en EY AOR LONG 


J 


ho views on this subject. 
make a brie? Submission on 


Rate of Return, I might 


others from the provincial counsel 


group will be Spsaking in more detati on this subject, 


THE CHAIRMAN: 
MR. SHEPARD: 


read it, Mr, Chairman, 


(k) 


Well, 


Whet 1s your view? 


20) Le pet ow, 425 may 


Rate Base and Rate of Return 
te OF ET UPN 


The position of Manitoba on this Subject may 


be stated or leriy., 


Under the existing legislation, 


in applying for a general increase in freight rates 


the Canadian rai 


yardstick they choose as a measure of the 


Should be paid to investors, 


wayS are free to advance whatever 


return which 


Those who oppose the 


application are free to attack the yerdstick advanced 


by the railways and to advocate whatever 


consider proper, 


must then reach a decision in 


circumstances, 


under existing legislation to 


basis and to Substitute a rate 


return formula. 


Vonsequently 


Lk ig lect SA aie 


yardstick they 


The Board of Transport Comm ssioners 


the light of a11 the 
the railways are free 
discard the requirement 
base and a rate of 


Should frame an 


application in that manner, the formula would be 


open to attack by anyone who opposes the avplication 


and the Board would be free to adopt any yardstick it 


thinks proper under 
view that the present 


that 


We would point out, 


rece base and rate of Ppesurn 


proceedings before the Roard 


the circumstances, Le 


is our 


Situation is satisfactory and 


no legislation is required in this matter, 


hovever, that a switch to 


- 


would not simplify the 


The bulk 
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of the evidence in such cases of necessity consists 

of an examination in detail of railway operating revenues 
and expenses, Only after the hearing of this evidence 
is completed, is attention directed to the question of 
how much should be made available by way of a return on 
investment whether that return is measured by re- 
quirements or by rate of return on an established rate 
base or by some other method, 

Our basic position with respect to the net 
revenue to be made available to the railways is stated 
in the printed submission on page 97, (Vol. 45, p.86-98), 
as follows: 

"Any decision as to the amount of net 

revenue to be made available to the Company 

in excess of current operating expenses and 
any related question of the return to the 
Owners of the Company, involve considerations 
of extreme complexity. In our view these con- 
Siderations are so closely related to the 
conditions which exist at the time when the 
decisions are being taken. that they should 

be assessed anew each time the Board reviews 
the level of freight rates. At each such 
review its decision should be based on the 
best interests both of the people of Canada 
and of the railways at that time. For that 
purpose it would be necessary to take a great 
variety of factors into account, but we feel 
very strongly that no figure or mathematical 
formula should be established and rigidly 
applied in these matters." 

If a rate base should be established the Board 


could not, in our vieyv, fix a rate of return thereon 
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without first giving due weight to requirements and 
ell other relevant factors, 

We, therefpre, feel that your Commission 
Should make no recommendation by way of Suggested 
legislation or otherwise as to the use -. or non-use 
of a rate base formula or as to what would be a 

Or a proper rate 

proper rate bage/return thereon, and that the 
Board should be left free as it is today to make a 
determination of freight rate levels upon whatever 
basis it deems equitable at the time an application 
is under consideration, 

COMMISSIONER ANGUS: Do rate base and rate of 
return get rid of difficulties of apportionment? 

MR. SHEPARD: That is the only thing it woulda 
do, I think, Dr. Angus, 

THE CHAIRMAN: Do I understand from all that, 
then, that, while you told us a while ago that you 
wish the railway situation to remain as it is --~ that is, 
to have a private company and a government-owned company 
-- you, I take it, do not agree with the amendments 
proposed by the Canadian Pacific Railway to protect 
itself? 

MR. SHEPARD: That ig correct. We are opposed 
to that, 

THE CHAIRMAN: You are Opposed to that? 

MR. SHEPARD: Yes, Mr. Chairman, 


(Ty CLP RY se the Only Yardstick 

In Chapter 4 of Manitoba's Submissions made 
in Ottawa (printed Submission page 67, transcript 
Vol. 44, p, 8545) Manitoba sets out its reasons for 
the opinion therein expressed, namely that; "In the 


future the level of freight rates in Canada will have 


yaeogon? dnevales. te 
ae TO md bap SS ars iy 


t on. edan 


. > 


“ : Py . 
| M00 2 ey siivco? a6 endwento.20 ettanaiel Aye 


- 4 . ‘ t i 
ae att ae fy : 5 cae fos - are Ss 2k ; eS ae 3 i 
o- ’ Ar oe n~ ] 
4 Tasiv Od yicl sead Star, a To 
; : oh ecm abens a Dg Sheets Rent A : so - 
: od & i 
+ ¥ { 7 
* : ‘ I A parry ; rot) 6 
Ui ¥ 
| a ' 4 4 é . bee 
peaeamonis /. : 1 att \ ae : ; 
. > ; 
} fo. ° . a 
“C3 @ ’ H ' Dl sod 
. chy ‘i. 7 . ‘ Aes 
H f rhe at lay , : ‘ : i 4 
, ; ‘| : 7 
- ay > ~ wtr 4a 
ior Yom ' WV 42aVa nt rieven 
bs : « : 
4 ie 
° . 7 
4 bg ? ’ 
: * - 1 B A , 7 ) ith os Ls ned 
A + ‘ ; . 
# 4 a Te . = 5 ' : ote 
rlgarebien ny ot 
3 Pag 
' ce are toa veh em 8 ot 
; a ¥ 
a: : 7 : 7 J a ale 
. ‘ a , ne Oe Papp Pees are 
4 i 4 2 
laa i ‘s p ] P 
be aN | : . ity ln i . Pa Ph ‘ 7 . 
in Seed Get, ' celine ve 79 E ths ae r 
+ 
7 ’ oT 
: rs 
it . % tiie 4 ee i « eh 
7 % : Salo if ~ s . a 
, ee ee OM Ga hs ta ree ae pie rey 
. 
- . 
f ) ah : 


bisY yin0 sid ge f.2.9 Af) 


spievto ve besa) swadao om 


a ado7 Laem (ate e ted of -f0v 


odes ators? no BLED oat! 
vg ae y < ea Fo 


fon, 2 Ss vel end seust 
oe ee Ps stge ty, ! au ) bs 


au 


=) PASGO . Mr, Shepard 


to be geared Closely to the heeds of the 0.P.R. unless 

CHS C.PoR is to face the risks of bankruptcy or national- 
Tzetion," It is Manitoba's view that your Commission 
Should include in its report a recommendation that 

the C.P.R. should continue to be the yardstick for 
rate-making in Canada, 

COMMISSIONER ANGUS: Would not that recommen- 
dation make it quite impossible to do what you Suggested 
earlier, that is to Say, penalize any railway other than 
the C,.P.R, 1f it did not eliminate wasteful expenditure? 

MR. SHEPARD: [ think it probably would, Dr, 
Angus, 

COMMISSIONER ANGUS: How woula you elect 
between those two principles as to which is to prevail? 

MR. SHEPARD: Well, I think ag long as the 
C.P.R. is taken as the yardstick it is essemtial that 
it be given sufficient revenue to live, Lier a 2s 
indulging in losing propositions it would be petnalized. 

COMMISSIONER ANGUS: But does not that create 
a certain disparity between the two railways? If the 
Canadian National Railway maintains a line which in your 
view it ought to abandon, it incurs no penalty; if the 
Canadian Pacific maintains a line which it Ought to 
abandon it has part of its return disallowed, Now, if 
abandoning lines is unpopular, does not that force the 
Canadian Pacific to incur all the unpopularity and the 
Canadian National Railways to pose as a public benefactor? 

MR. SHEPARD: Well, I can see your point, but, 
with respect, I do not think it would work out that way 
in practice, sir, My view would be that if an abandon- 
ment is suggested by either railway there is bound to be 
& hearing by the Board, and I do not think the public 


would get the idea of one being a benefactor and the 
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other the contrary, 

COMMISSIONER INNIS: It does not worry you at 
all that the whole of the Canadian economy should be tied 
up to a single yardstick, whether it is Co Om 2 

MR. SHEPARD: Not under today's conditions, 
because we have been functioning under that yardstick in 
the past and the economy I do not think has suffered too 
much to date; but I am not Saying that for all time to 
come that is the view of my Government, 

THE CHAIRMAN: Then you say that the rates 
Should be geared Closely to the needs of the Cel ata t 

MR. SHEPARD: Yes, Mr. Chairman, 

THE CHAIRMAN: Do you mean their actual needs 
that they can show from time to time, or their needs 
Subject to what they might have saved and failed to save? 

MR. SHEPARD: I mean their needs subject to all 
the comments that the provinces have been making, The 

C.P.R.'s view of their needs has never up to date coincided 
with the provincial view of their needs, and it would 
include, as you Suggest, the matter we were discussing 


this morning on economies, 


(m) Feed Grain Assistance 

Manitoba does not consider it necessary to 
make any submission at this time on this Subject. 

Now, there are several matters not covered 
in Mr, Covert's memorandum that were dealt with by 
Manitoba in its Submission, The first one is the matter 
Of railways - instruments of National Policy, and, 
unless the Commission would like me to, I do not think 
it is necessary for me to read that; it could be taken 


into the record, 
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MATTERS NOT SPECIFIED IN MR, COVERT'S MEMORANDUM 


Paragraph 10 of Mr. Covert's memorandum 
Suggests that any other matters on which it is desirea 
to make submissions Should be treated under the heading 
of miscellaneous, It is now proposed, therefore, to 
refer to certain Subjects which have been mentioned in 


Manitoba's evidence, 


(a) Railways as instruments Of National Polic 
See S Of National Policy 


This subject is dealt with in the printed 
Submission of Manitoba beginning at Page 47 (Vol. 44, 
p. 8465), It was also referred to in the statement 
which I made on behalf of the Government appearing in 
Volume 67 of the transcript at page 135838, Manitoba's 
attitude in this regard has obtained Support in the 
Evidence of Dr, Britnell (Vol. lo4, p, 19215 and 19230) 
and Mr, C. W. Clement Ges Gee ey gaa, 19736) with reference 
to the Crow's Nest Pasg Grain Rates, At page 48 of 
Manitoba's printed Submission (Vol, 44, p, 8466) the 
following statement appears: 

"The Government of Manitoba therefore 

takes the view that the Canadian Railway 
System and the companies which operate Lis 
must be regarded as national instruments 
which must be used in an equitable 

manner, having regard to the aims of 
national policy, the needs of regional 
development and the maintenance of & satis- 


factory standard of service," 


(>) Board as Policy Making Body 
————_ == S0ficy Making Body 


This matter is dealt with beginning at Page 55 
of the Manitoba printed Submission (Vol. 44, p, 8488 
and Vol. 105, p, 19347), It is recognized that this 
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section of Manitoba's Submission created some confusion 
when it was originally presented, 

THE CHAIRMAN: What was the gist of that section? 

MR. SHEPARD: The gist of it was, Mr, Chairman, 
that the Board shoulg be considered a policy-making 
body, and you may remember ~~ 

THE CHAIRMAN: Are you still standing by that? 

MR. SHEPARD: Well, I hope I have Clarified it in 
what I have here, 

THE CHAIRMAN: All right, go on, 

MR. SHEPARD: It ig hoped that the following 
comments will have the effect of clarifying the concept 
which underlies the Manitoba submission, The word 
Ontavuit cuaepabie. ct varying degrees of scan - 
meaning, We have already expressed the views of 
Manitoba that upon the Dominion Parliament must fall 
the real responsibilities for declaring and carrying 
into effect national economic policy of which a 
necessary segment must be the field of transportation 
as it affects, and as it is affected by national 
economic policy, 

It was not and is not the intention of 
Manitoba that the Board of Transport Commissioners should 
usurp these broad policy making functions of the 
Dominion Parliament. Rather it is Manitoba's view 
that since the Dominion Parliament has delegated 
certain of its constitutional authority namely that 
provided under The British North America Act over 
railways, to the Board of Transport Commissioners it 
should be recognized that the Board must necessarily 
formulate policy in order to work out its functions 


within the framework of the Railway Act, It is only 
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in this relatively limited sense that Manitoba intended 
to suggest the concept that the Board be considered 

a policy making body. In other words, the Board must 
make transportation policy within the powers con- 
ferred upon it under the Railway Act, 

THE CHAIRMAN: You mean to say under the Act as 
it now is, or as you would have it amended? 

MR, SHEPARD: As we would have it amended, 
Mr, Chairman, 

COMMISSIONER INNIS: Do you deliberately change 
"carry" to "makes 

MR. SHEPARD: TI am sorry, I did not hear that, 
=o oe 

COMMISSIONER INNIS: In the third sentence from 
the end, ""in order to carry out its functions." yoy 
read that, "to make out its functions," 

MR. SHEPARD: "In order to carry out its functions", 
it should be, 

COMMISSIONER INNIS: "To work out its functions", 
was the wording you used, 

THE CHAIRMAN: "To perform its functions," 

MR. SHEPARD: "In order to carry out its 
functions, " 

I might mention, on that Subject, that in 
volume 105 at page 19347 I did make a very short state. 
ment on the question of whether the Board should be an 
economic planning body, and at that time I indicated 
Manitoba's view, that it would not be an economic planning 
body but that rates are not fixed in @ vacutim, and they 
are bound to have an economic effect when fixed, and 
the Board would no doubt have regard to that. 

THE CHAIRMAN: Have regard to the economic 


effects of what it is going to do? 
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MR, SHEPARD: Have regard to the economic 
effects of the rates they would Cox. 

THE CHAIRMAN: Well, how can they have regard 
to economic effects unless they study the economic side 
of the fixing of the rates? 

MR. SHEPARD: They do do that now, Mr. Chairman, 

THE CHAIRMAN: Do they? 

MR. SHEPARD: They have the Bureau of 
TransportationEconomics. 

COMMISSIONER ANGUS: Would you, for instance, 
®ntemplate the Board Saying in certain circumstances, 

"We cannot agree to raising rates on long distance hauls 
of bulk Commodities, because we think the shock to the 
economy would be too great"s 

MR. SHEPARD: That is not an easy question for 
me to answer, Dr, Angus, 

COMMISSIONER ANGUS: I meant as illustrating 
policy, 

MR. SHEPARD: There have been cases -~ I am 
Sorry I have not got the references with me, but I know 
they are being covereg by others of the Provincial group -- 
there have been cases where the financial needs of the 
railways have not been given full effect to, on the ground 
that to do go would fix nates/would not be just and 
reasonable to the ratepayers, 

THE CHAIRMAN: To the shippers? 

MR, SHEPARD: To the shippers, 

THE CHAIRMAN: Can you tell us any Such case? 

MR. SHEPARD: Well, I have not the references 
with me, I know that they are going to be dealt with by 
other counsel, 

THE CHAIRMAN: Well, of course, if rates are 


not just and reasonable that is the end of them, they must 
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80 out, because Section 325 says that the Board must 

fix and maintain fair or just and reasonable rates, 

and we have been told that means just and reasonable 

to the carriers, to the Shippers and to the consumers or 
the recei ers, 

MR. SHEPARD: That is correct. 

THE CHAIRMAN: The consignees, 

MR. SHEPARD: Yes, 

THE CHAIRMAN: In that kind of reasonableness 
and justice, you Say in some cases they have said, while 
on the one hand the railways should get certain rates, 
on the other hand they would not be reasonable in 
respect of the shipper, Is that what you Say? 

MR. SHEPARD: Yes, Mr, Chairman, 

THE CHAIRMAN: Ana then how do they arrive 
at a solution of that? 

MR. SHEPARD: Then they granted Something less 
than what the railways would otherwise have received, 

THE CHAIRMAN: Ana Something more than what 
the shippers would have liked to pay: is that it? 

MR. SHEPARD: UAE eae Ws oe always something more 
than what the Shippers would like to pay, sir, 

THE CHAIRMAN: Well, they have done that kind 
of thing, have they? 

MR, SHEPARD; Yes, that is my understanding, 
My friend Mr, Carson tells me that those cases are 
confined to individual rates on individual commodities 
Such as sand and gravel, but that they have never done 
it on the general level of rates, 

COMMISSIONER ANGUS: That does away with the 
question, would you contemplate policy being carried 


to the point of doing this sort of thing with the general 


level of rates? 
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MR. SHEPARD; Yes, it does, 

THE CHAIRMAN: TI Suppose it arose there in the 
case of the value of service. 

MR. SHEPARD: Yes, I think that would be so, 
If the rates became too high the traffic would not move, 

THE CHAIRMAN: Well, there must be knotty 
problems when rates must be just and reasonable in 
respect of three different bodies, that is, railways, 
shippers ana consignees, 

MR. SHEPARD: That is perfectly true. 

THE CHAIRMAN: There ig going to be difficulty. 

MR. SHEPARD: It is a very complicated matter, 

Then the next Subject, Mr, Chairman, is 
referred to as Railway Service, Standard and Cost, and 
I do not believe it igs necessary for me to read that, 


unless the Commission would like me to. 


(c) Railway Service, Standard and Cost 

Chapter 3 of Manitoba's printed Submission 
beginning at page 59 (Vol. 44, p., 8517) deals with 
this subject, It is considered to be self-evident 
that any regulatory tribunal such as the Board of 
Transport Commissioners charged as it is with the duty 
to fix just and reasonable rates must of necessity in 
determining the financial need of the railways examine 
into their costs and in so doing examine into the 
adequacy or otherwise of the Standard of service 
provided by the railways. This general proposition 
was agreed to by Mr, Walker, the chairman of the 
Canadian Pacific Railway, in Volume 64, page 13411 
of the transcript, although he subsequently on re- 
examination qualified his answer (transcript Vol. 65, 


p. 13664), 
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(d) C.P.R, Financial Position 

This subject is dealt with in Chapter 7 of 
Manitoba's printed Submission beginning at page 97 
Vol. 45, p. 86494), 

It is apparent from the C.P.R. evidence 
before this Commission (Vol. 64, pp. 13384 ana 13402) 
that the Company is of the Opinion that it must be 
placed in a position by increased revenue through 
increased freight rates where the confidence of the 
public is restored in its common stock to the point 
where the stock is Selling above per which would enable 
the Company to sell additional stock and from the 
proceeds of such sale to embark upon a capital improve- 
ment program, It may well be that a capital 
improvement program is necessary if the Canadian 
Railways are to improve their plant sufficiently 
to compete in the transportation field. 

It is Manitoba's submission that the financing 
of such a program should not and in fact cannot be 
done by the method Suggested by the C.P.R, it. is 
Submitted that the C.P.R's attitude with respect to 
the necessity for restoring its credit position is 
entirely unrealistic in the light of the position 
in which railways all over this “ze continent and 
elsewhere find themselves today. 

Since Manitoba rejects the C.P.R's Suggested 
Solution to its problem of raising new capital, it is 
necessary to give consideration to other methods 
that may be available. Manitoba has already suggested 
at page 102 of its printed Submission (Vol. 45, p.8673) 
that your Commission shoulda give consideration to 
alternate solutions to this problem and it is empha sized 


that the suggestions either as to an improvement fund 
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or government guarantee of ia da gale security issues are 
in the nature of Suggestions only and do not presume to 
be exhaustive of the possibilities which may occur to 
your Commission. Manitoba is not in a position to 
make any definite recommendation as to what alternative 
method of financing should be adopted but it does 
recommend that your Commission Should make a finding 

to the effect that it is not feasible at the present 
time for the freight payers to bay charges sufficiently 
high to restore the credit position of the-€.P.R, in 
the world money markets as envisaged by the’*§.P.R, 

THE CHAIRMAN: You say the C.P.R. must be 
enabled to go on, 

MR. SHEPARD: Yes, Mr, Chairman, but I do not 
think that they should turn their backs as they have 
done up till now, on the possibility of such things as, 
for instance, we have Suggested, of a government guarantee 
of security issues to assist them in a modernization 
program, which, as I view it, as I understand it, would 
be not a permanent outstanding obligation to the govern. 
ment. If they need this $400 million that we have 
heard evidence on, let them acquire it after demon- 
Strating that neeq through the sale of government - 
guaranteed securities -- this is just one possible 
solution <- then presumably they could effect Savings 
in Operating costs of Sufficient size to retire that 
Obligation and be free of the government security. But 
up till now they have kept entirely away from any sug- 
gestion of government assistance, and I think that their 
alternative, which is to raise freight rates to the point 
where their stock is Selling at par, is asking too much. 

THE CHAIRMAN: Have you any reason to know 


that the Government would agree to such a negotiation? 
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MR. SHEPARD: No, I have no reason to know that, 


Mr, Chairman, 


THE CHAIRMAN: That Parliament would approve of 
Lt? 

MR, SHEPARD: No, 

THE CHAIRMAN: Or the people? 

MR. SHEPARD: No, 

COMMISSIONER ANGUS: T[ gather that you do not 
agree with the Canadian Pacific 's position that the fair 
rate of return on their rate base Should be tested by 
the cost of raising new capital? 

MR. SHEPARD: No, I would not agree with that, 

one factor to be 
It might be/considered in fixing a rate of return, 

COMMISSIONER INNIS: Would you like to have Mr, 
Gordon's Proposed pool of money made available to both 
railways for the Sort of purposes you have in mind rather 
than Specifically for the purpose he has in mind? 

MR. SHEPARD: Well, I have not thought of that, 
Bienes. YT aie quite happy to have capital flow to the 
C.N.R. through any way other than raising freight rates, 

I understend my time is up, and I think I 
would not object at all if the balance of my prepared 
argument is taken into the record, 

In conclusion I woulda like to thank the 
Commission for bearing with me when I have been trying 


to explain certain parts of what I have had to say. 


( Page. 21573 follows ) 
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(e) Rates of Taper as Related to Distance, 
mae per as related to Distance, 


Manitoba's views on this matter are set out at 
p.105 of its printed Submission and appear in transcript 
at Vol. 45, ».8683, 
(f) Simplification of Rates and Tariffs, 

This matter is dealt with beginning at p.136. 
of Manitoba's printed Submission (Vol, 46, p.8802), the 
essence of Manitoba's Submission being that the class 
rate structure as it now applies in Canada should be 
carefully studied with particular reference to recent 
changes by the I.c.c, with a view to determining whether 
Or not it would be advisable to establish an additional 
number of classes in Canada at rates lower than the 
present tenth class rate. Once this has been done Mani- 
toba suggests that all rates which are not included in 
one or other of the class rates, should be bulked to- 
sether and handled uniformly in accordance with One set 
of criteria, 1.e., Manitoba suggests that the present 
distinctions between Commodity rates, special rates, 
agreed charges, competitive rates, etc. should be 
Climinated and that all Should receive the sane treatment. 
It is with a view to implementing Manitoba's Submission 
in this regard that the amendments already filed with this 
Commission in Vol. 108 of the transcript at ppe 19999 et 
Seq. have been put forward, namely those affecting Sections 
328, 329 and 332 of The Railway Act. 
(g) Periodic heview of Rate Concessions, 

Manitoba's views on this matter are found at 
Pell/ of its printed Submissions (Vol. 45, pe8739) and it 
is in order that such views may be given effect to that the 
new Section 325(b) has been Suggested. 
(h) Review of Commodity Classifications, 


This subject is commented upon at p.139 of 
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Manitoba's printed Submission (Vol. 46, p.8816) ana it 
is Manitoba's Submission that it would follow asa 
natural consequence of any increase in the number of 
Classes that the Comuodity classifications would of 
necessity require review. It was with this matter in 
mind as well as the necessity of periodic reviews of 
Tate concessions that Section 325(b) of Ihe hKailway Act 
was drafted as an amendment thereto, 

(i) Closer Contact with the Public, 

This matter is dealt with at p.140 of Manitoba's 
printed Submission (Vol, 46, p.8816). Since we have al- 
ready presented hanitoba's views with reference to the 
personnel and attitude of the members of the Board of 
Transport Conmissioners, it is perhans unnecessary to 
Say more on this Subject than to mention that at the 
present time a Shipper is required to negotiate with the 
Canadian Freight association, an organization composed 
of railway Smployees only, in order to obtain a rate that 
may be necessary to the Shipper in order to develop his 
business. Under Such an arrangement the Shipper of 
necessity must rely entirely upon the railways. WNot- 
withstanding Mr, O'Donnell's repeated Suggestion that the 
Board of Iransport Commissioners will act quickly on behalf 
of any Shipper who sends them a postcard, Manitoba con- 
Siders that there is considerable merit in the Suggestion 
that the Board Should have on its starf personnel who would 
be available throughout the country from time to time during 
the year for the purpose of giving advice to Shippers on 
any problems they may have concerning rates. At the present 
time it is our understanding that regional board offices are 
maintained but that they are confined to safety inspection 


personnel, 
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THE CHAIRMAN: Al] right, Mr. MacPherson, 

MMR. MacPHERSON: Mir. Chairman, in Opening may 
I say that Mr, Cronkite and myself are dividing the 
argument and arranging the division of the time to the 
Satisfaction of Ourselves and Mir, Covert which is very 
important, 

THE CHAIRMAN: Al] right, 

MR. MacPHiRSON: TI think there is not much 
time and I think that probably the first fey pages of 
the argument are pages that are not controversial in the 
ordinary sense of the word, for they deal with the 
geographic and eco nomic disadvantages more particularly, 
and I could probably make some headway by getting started 
with them and probably rushing through them, 

THE CHAIRMAN: All right. 

ARGUMENT OF TH, PROVINCE OF SASKATC HE JAN 

MR. MacPHARSC: 

introductory 

In commencing final argument on behalf of the 
Province of Saskatchewan I should first like’ to express 
to the Commission the feeling of confidence which my 
Government has in your Commission. It was gratifying to 
Our Province when the announcement was made that a 
Commission would be appointed, 

4a Study of the terms of reference embodied in 
P.C. 6033 makes it clear that an inquiry of broad scope 
was envisaged by the Federal Government, and one which 
would appraise particularly the broader economic factors 
which originally determined railway policy and which have 
Since and will continue to influence it in future, 

It was with this basic question in mind that 
casketchewan addressed itself to the task of preparing 


its Submission. I Submit that the Brief of Saskatchewan 
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deals in a comprehensive manner with the fundamentals 
of the transportation problem which we have today and 
proceeds to a main conclusion which, I urge, is the 
Only solution, capable of inplementation, which will 
relieve the prairies of the undue burden for the main- 
tenance of the national transportation system which, 
due to the impact of the twin Federal policies of 
Canadian railway construction and customs t@riffs has 
rested and does rest upon that part of the Dominion, 

The saskatchewan submission, I urge, has 
Stated clearly the effect of National Policies on the 
Province. The facts have not been successfully chal- 
lenged and I submit that a compelling case for com- 
pensation throuch a national transportation policy has 
been clearly made out. 

It is hoped that in the argument which you 
have heard and which will follow much that will be hel p- 
ful in bringing about desirable changes in the regulatory 
machinery, the freight rate structure itself, and the 
organization of our transyvortation facilities will be 
urged, The one fundamental fact, though, still remains; 
that when all possible measures of this nature have been 
taken, a disproportionate burden of the cost of main- 
taining the national transportation system of Canada 
will still rest upon the economy of the Prairie Provinces 
aS a whole and Saskatchewan in particular unless the fis- 
cal device suggested in our Submission and to be argued 
later is employed, 

For the purpose of the record the Saskatchewan 
Submission in printed form was filed as Exhibit 128 at 
page 9816, Volume 51 of the transcript. ‘The examination 
of the Saskatchewan Witness, Dr. G.E. Britnell, was 


commenced at page 9816, Volume 51 and was concluded on 
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page 10288, Volume 53, 

I wish to emphasize in what measure our very 
location as a province provides vexing transportation 
problems, and calls for equitable solutions of them. I 
would remind the Comimdssion that at the hearings in 
Regina twenty witnesses gave evidence who, in their presen- 
tations, truly represented a cross section of the general 
public of Saskatchewan. Producers and consumers or- 
ganizations, business Organizations and woments 
organizations, through their Spokesmen indicated to the 
Commission the situation as it exists, and what, in their 
View, is necessary to ensure a measure of future pros- 
perity for the Province and its people, 

€ recognize that in the transportation field 
there are various agencies and that in the last two decades 
certain of these agencies have made great strides, Wwe 
Tecognize that now in the transportation economy, rail- 
ways, trucks, buses, aeroplanes, pipelines, and water 
transportation all play a part. Until twenty years ago, 
apart from water Competition, the railways had in trans- 
portation Service, a monopoly in the hauling of commodities. 
“iLth the construction of petter highways and the develop- 
ment of trucking and buses, and latterly the development of 
air lines and pipelines, a challenge was offered to the 
railways in Tespect of their former monopoly of some types 
of service. This challenge has been a very real one and 
has resulted for the railways, in serious consequences, 

The railway monopoly of service, has not been 
challenged in the same degree in Saskatcnewan as it has in 
Central Canada. Located as we are, the long haul to con- 
Suming centres and fron sources of supply is what concerns 


uS most, and the railways hold their monopoly of service in 


the long haul today as they did in 1885. Having regard, 
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therefore, to the changing character of the transportation 
economy, with new agencies therein serving a very real 
purpose, it would seem that it is most important to con- 
Sider what function of transportation the railways can 
best discharge and to consider it in conjunction with the 
heeds of the population of our trovince, which is so 
vitally dependent upon the long haul function being pro- 
perly discharged, 

Located as we are in the Province of Saskatchewan, 
we recognize that these export staples upon which we de- 
pend for our &xistence - 6rain, livestock and livestock 
products, butter, 6gsS, etc., and coal, can Only be moved 
to market through the te dium of railways. As stated in 
Our submission, Exhibit 1z8, the saskatchewan economy is 
peculiarly dependent on rail transportation because of 
distance from markets, a high degree of economic 
Specialization, and the bulkiness of products bought and 
Sold. It has developed a highly specialized, staple- 
producing economy relying, heavily on export markets. as 
a corollary of this, capital and consumer &£00ds produced 
locally constitute a small proportion of total require- 
ments, with the result that there is heavy reliance on 
distant sources of Supply. ‘/e realize only too well that 
Our country, which is well suited to the raising of live- 
Stock because of its Open ranges and to the raising of 
grain is not Strategically located with respect to mar- 
Kets and all these export staples must travel over a long 
haul in order to reach the consumer, 

hile the latest census figures show our popu- 
lation as 832,000 with 915,000 or 62% as rural, and 
316,000 or 38% as urban, it is still true as stated at 


page 7 of Exhibit 128 that the urban communities of the 


Province do not Tepresent any essential modification of 
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the specialization of the provincial economy. These 
urban communities are primarily and in the great ma jority 
of cases exclusively market centres which serve to as= 
emble the farm produce of the region for export and to 
distribute the merchandise which has been imported from 
Outside the Province. These urban cOlmunities are 
necessary to the farm communities and their prosperity 

is wholly dependent on the prosperity of the farmer, 

‘€ have heard much before this Commission in 
the past number of months of Canadian prosperity and 
“estern prosperity during the past ten years. These 
same census figures which are to be found on page 13 
of uxhibit 126 show a reduction in oaskate hewan's popu- 
lation of 63,000 from 1941 to 1946 and of 99,000 from 
1936 to 1946. As population is vital to the carriers, 
they, with us, must be concerned at the story which 
these figures tell and the implications of these figures, 
Yor I am convinced that the situation in Canada is not 
that we have too ilany railways for our population so 
much as that we do not have enoueh population for our 
railways, 

1®@ nave urged in our provincial submission, 
uxhibit No, 128 that the development of Jast-‘iest 
economy in Canada was established as a fixed part of 
national policy before naskatchewan became an auton mous 
unit within Confederation, and Canadian railway con- 
Struction has been an integral part of that National 
Policy. The main lines of the railways were located in 
the national interest and with little regard to the 
Questions of economical construction or Operation. The 
burdens of transportation facilities have thereby been 
immensely enhanced in the interest of economic and 


political unity, It is of particular importance that 


these enhanced burdens should not bear disproportionately 
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upon the various se.ments of the Canadian economy, 

In the building of the transcontinental rail- 
ways, the fiscal policy of successive &0vernments en- 
COulaged wast- est trade, and North-South trading was 
discouraged. Canadian tariff policy has pursued the 
dual national purposes of fostering Canadian industry 
and of creatin, traffic for Canadian railways. To the 
extent that these purposes have been achieved the resi- 
dence of the prairie economy have borne a double portion 
of the cost involved. Wirst, they have been denied ac- 
cess to many of the efficient mass-producing centres of 
american production for the purchase of their require- 
ments, vecond, they have hac to pay transportation 
charges on their purchases for the longer distances from 
Canadian production centres, 

“@ must accept this situation as a fact. The 
lines have been laid and the course determined. jhat 
has been done cannot be undone, and it is to this situ- 
ation that a national transportation policy must be 
fitted, 

i@ live at the freight shed in vaskatchewan. 
“Tom the western portion of our Frovince some of our 
6rain and butter moves est: from the eastern portion 
these products move Hast, as does our livestock and coal, 
Our very locale compels our looking to the future with 
anxiety. Manufactured g00as and other necessities must 
come to us by rail, our products must <o out by rail and , 
consequently, any national transportation policy - particu- 
larly as it affects rail, is of vital consequence and 
interest to us, 

4S the transportation economy has changed so 
has the agricultural economy of Saskatchewan, as set 


Out on Page 8 of our Submission (#xhibit 128): 
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"The technology of the wheat farm has been revo- 
lutionized within the past twenty years. ‘;heat growing 
has, as itis Commonly said, become mechenized. One 
Significant result of the process of mechanization has 
been to increase éreatly the relative importance of 
transportation in the wheat economy. Revolutionary in- 
provcients in the internal combustion engine and in 
equipment to be so powered have practically aQisplaced 
horses, ‘This mas, in effect, moved labourers away from 
prairie farms into eastern factories and industrial 
towns. Farm labour which & generation ago was encaged in 
raising and Caring for western work horses, in driving 
them in the fields, and in raising vast acreages of feed 
for them is no longer needed for these purposes, In- 
Stead the equivalent labour is engaged in the manufacture 
of power equipment and tractor fuel and in the trans- 
portation of these products from distant centres to the 
wheat growing region," 

It is not my intention to take up the time of 
the Commission vith an extensive review of the details of 
the economic and eeoeraphic disavilities under which our 
agricultural and non-agricultural economy labours, 
avidcence of these difficulties was given at the Regional 
Hearings in Regina, June 7 - 10 and is to be found com- 
mencing with page 708, Volume 5, and concludin:;, on page 
1439, Volume 8. Further evidence summarizing the sub- 
missions presented at the Regional Hearings and expand- 
ing upon the economic and geographic disadvantages faced 
by Saskatchewan is to be found in Part I of the 
vaskatchewan Submission - Zxhibit 128 and generally in 
the evidence of Dr. Britnell in Volumes dl, 5 and 53. 

I have pointed out that Saskatchewan stands at the 
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Submit establishes that, having regard to the rates 
applicable and the direction in which oaskatchewan pro- 
ducts must move in order to find a market capable of 
absorbing them, the Province of Saskatchewan does in 

a very real, and costly, sense stand, as I have in- 


dicated, at the freight shed, 


The Commission adjourned at 4.45 P.M. 
to meet again Thursday, May 4th, 1950, 
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Ottawa, Ontario, 
Thursday,May 4, 1950, 


MORNING SESSION 
a BO LON 


ARGUMENT BY WR, Ma cPHERSON (Cont 'd) 


THE CHAIRMAN; All right, Mr, MacPherson, 

MR. MacPHERSON: Mr, Chairman, in our 
Submission, Exhibit 128, we emphasized what at page 9 was 
termed the wilderness from the Manitoba boundary to 
Sudbury , The Canadian Pacific Railway sought to answer 
this by indicating in Part II of their Submission at pages 
135 to 136 the amount of traffic that origirated on their 
lines between Winnipeg and Sudbury, Mr, Jefferson sub- 
mitted that the amount of originating traffic was higher 
than on Prairie lines, However, under cross-examination 
at pages 15703 to 15713, Volume 78, it appears how true 
the statement made in our Brief was. In order to secure 
the originating tonnage which he used in his answer, he 
included tonnage from Levack, which is in the Sudbury 
district, ana only ) 20 odd miles from Sudbury, and 
which provided 949,000 of the: total tonnage of 1,308,000 
for the Port Arthur to Sudbury district. This will be 
found at page 15711, Volume 78. 

THE CHAIRMAN: I Suppose we can take it 
for granted that Levack is west of Sudbury? 

MR. MacPHERSON: West of Sudbury, yes; 
it is between, In the evidence, my lord, Mr. Jefferson, 
&S you will remember, did not have a breakdown of commodities 
So it was necessary to take the tonnage which originated 
Station bystation, and Levack was the station from which 
249,000 tons originated as between Port Arthur and Sudbury, 

He included also in his grand total the tonnage 

of grain shipped from Winnipeg to the Manitoba boundary, and 
the road and building gravel shipped from Birds Hill to 
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Winnipeg, In dealing with Port Arthur and Fort William, 
he included the tonnage of these commodities which 

were transshipped from water, When it is further 
remembered that most of the development in pulp and 
paper, apart from what has been indicated, took place 

in the last decade, it will be seen how true our 
original submission was as to what was done in building 
through difficult terrain in order to keep trans- 


continental railways on Canadian soil. 


TransportationAct 

My first Suggestion is that all our legislation 
dealing with transportation should be consolidated into 
one Statute, The Railway Act shoula be a part of it. 

In it should be incorporated the provisions of the 
Transport Act, the Maritime Freight Rates Act, and 

any extension of the principle involved therein, and 

the CN-CP Act, There should be one statute called the 
Transportation Act dealing generally with transportation 
in Canada, 

THE CHAIRMAN: Does that include air? 

MR. MacPHERSON: I do not think so, I 
considered that, my lord, but I feel that there possibly 
are circumstances Surrounding air traffic which would 
mean that you could not include it in a transportation act. 

For want of a better definition as to what an 
edequate transportation policy would be, I woula Suggest 

this; 

"A policy which will give full recognition to 
the complete and varying economy of our country, 
which will also give recognition to the function 
which each branch of the transportation economy 


Serves, and which will provide for the 
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transportation of commodities on terms fair to 
the development and prosperity of the country as 
a whole; fair to the Shippers and to the carriers 
in the matter of service and in the matter of 
rates or tolls chargea," 

COMMISSIONER ANGUS: Do you think it means 
very much to say "fair to the carriers" when the 
Canadian National Railway really represents that there 
1s no possible standard as to what is fair to it? 

MR, MacPHERSON: [ think in working out a 
policy you have got to work out a policy that is reason- 
ably fair to all concerned, and the carriers are very 
vitally concerned, 

COMMISSIONER ANGUS: I was wondering if you 
would look through the carriers snd Say fair to the 
railway shareholders and to the taxpayers of Canada? 

MR. MacPHERSON: There might be a distinction 
drawn there having regard to uneconomic lines which of 
necessity are carried by the Canadian National and are 
not carried by other railway companies, 

COMMISSIONER ANGUS; Does the taxpayer come in 
as the person who should be considered when one is being 
fair, If he hes to Pay subsidies, for example? 

MR. MacPHERSON: of course, every taxpayer is 
& shipper in the sense that I use it here, Every shipper 
is a taxpayer and every taxpayer is a shipper, 

THE CHAIRMAN: TI notice you do not mention a 
class that is usually embraced among them, and that is 
consignees, I suppose what you really mean is carriers 
and freight payers, whether they pay the freight directly 
or indirectly? 

MR. MacPHERSON; Yes. I think, my lord, the 


railways use the term "shipper" to include consignee, 
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THE CHAIRMAN; If Somebody else makes a 
Submission of this kind and puts in the word "consignee" -- 

MR. MacPHERSON: My intention -- 

THE CHAIRMAN: You do not intend any different? 

MR. MacPHERSON: No, 

THE CHAIRMAN: That is, the freight rates should 
be fair to the Shipper who sends and to the consignee who 
receives, 

MR. MacPHERSON; When I use the term "shipper" .. 

THE CHAIRMAN; According to who pays the freight. 

MR. MacPHERSON; -_ I mean to include consignee, 
Naturally coming from Saskatchewan it would be that man 
that I would be concerned with primarily. I take it for 
the purpose of the definition I have given he is included 
in the term "shipper", 

THE CHAIRMAN; It means fair to the payers of 
freight and the taxpayers, 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: And to the carrier, 

MR. MacPHERSON: And to the carrier, 

COMMISSIONER ANGUS: Is not the basic problem 
in forecasting the question of how much citizens of 
Canada are to pay towards the cost of railways in their 
capacity as shippers or consignees, and how much in 
their capacity as taxpayers? 

MR. MacPHERSON: That is correct, Dr. Angus, 

The only thing is I think we cannot leave the carriers 
out of the picture because after all they are providing 
the service, 

THE CHAIRMAN; They are the ones you have to 
pay. 

MR. MacPHERSON: They are the ones we have to 


pay ° 
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The Board 

The Saskatchewan Brief at page 73 deals with 
the Board and sets forth briefly this Province's sug- 
gestions, Under the Transportation Act, the proposed 
Act, the regulatory Board would function, The adminis- 
tration by the Boara would largely determine the success 
or failure of any adequate transportation policy. The 
Success of such a policy must largely be determined by 
the success of the Board, the confidence which Parliament 
and the country has in the Board, the confidence which 
the carriers and the Shippers have in the Boang, 

Again I use the term "shipper" to include the 
payer of the freight, , 

THE CHAIRMAN: Pargon me; you want a Board in 


which everybody would have confidence? 


(Page 21588 follows ) 
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MR. MACPHERSON: That is the objective, 

I feel. thet under the Reilway Act es it is at 
present, subject to Suggestions which I will make, the Board 
has all powers eecorded to it by Parliament which ere ne- 
cessary in order thst it may function satisfactorily under 
the proposed new Transportation Act. I feel thet under the 
powers as they exist in sections 32-38 inclusive; 69, 314, 
3173 320-320 iwelusive; 325, 332, the Board can deal 
with any problem thet effects rates or that effects the 
railways end the public, and that it hes this power without 
necessity of extending its powers by amendment, 

THE CHAIRMAN: You hove proposed no amendment. 

MR. MACPHERSON: There ere two slight émendments, 
my lord. I would quite agree, as I will come to later,with 
the suggestion of Manitoba relative to the C.N.-C.P. Act. 
Then there! is’ 5 Slight amendment that I will come to leter 
in my argument dealing with development lines, 

THE CHAIRMAN: The cooperative Act? 

MR. MACPHERSON: Yes, 

THE CHAIRMAN: You heve some amendment ? 

MR. MACPHERSON: TI have no emendment, only I am 
accepting in principle what was Suggested by Mr. Shepard 
yesterday. 

THE CHAIRMAN: Did he propose an amendment? 

MR. MACPHERSON: Yes, he did. 

The Boerd should not be e plonning board; thot 
must be reserved to Parlisment end thet is a function that 
Parliament cannot and Should not delegete. While I recognize 
thet the Board has built up @ jurisprudence of its own, end 
in this jurisprudence has decidedthot it will not proceed on 
the basis of considering economic elements in an issue, I 
feel thet the powers it hos sare such thet in the proper cese 


it may, and should, give consideration to economic elements 
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without in any way being a Plenning board or derogeting 


from the functions of Parlisoment, 


THE CHAIRMAN: You drew a distinction? 
MR. MACPHERSON: TI em Suggesting this. While 


there are decisions which hes been cited to the Commission 


to the offect that they do not consider economic elements, 


I em submitting I would cite 2 case to the Commission 


es 


an instance where they did, in my view, consider economic 


conditions. I am citing to the Commission in this connection 


the case of Tariff-Demurrage, which is to be found in 47 


Conadian Reillwey cases, 


THE CHAIRMAN: [In what? In 17 railwey cases? 
MR. MACPHERSON: 47 roilway coses, my lord. 
THE CHAIRMAN: That is volume 47? 

MR. MACPHERSON: Volume ATS Cope 

THE CHAIRMAN: ney is . What year? 


MR. MACPHERSON: 1937, It is reported at page 4, 


and I wish to quote from Page 52, 


THE CHAIRMAN: What do they say there? 
MR. MACPHERSON: I had better indicate what it wes 


about. An application was made by the Canadian Freight 


Association to impose o demurrage tariff on bulk grain at 


the head of the lakes, Therewas no demurrage toriff in force 


and an application was made to impose such 9 teriff. The 


matter come before the Board and evidence was heard in various 


Pleces, Finolly orgument took place in Ottowa. In that case 


the Chief Commissioner, in giving his judgment st page 52 


S3ys this: 


"I do not desire to leave the impression that what 
Seems unjust and unreasonable today might seem so 2 year 
or two years hence under other conditions. But certainly 
under conditions as they exist today we think it would be 


unjust ond unreasoneble to impose this demurrage charge 
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as esked for in this teriff., Such 3 chorge would be 
reflected back upon the producer. It might be a 
Smell and unimportant amount in dollors and cents , 
indeed, the individusl producer might not realize 
that he We8 bearing demurrage cherges. But the news 
would spread that o new burden had been pleced upon 
the grain producer » that new rail charges had been 
imposed upon the western farmer , who has o herd enough 
time in recent yeors,,, During recent years the railwoys 
have suffered tremendously on account of the prevailing 
depression. So has every industry in Canada, but 
perhaps the greatest Sufferers have been the fermers in 
the west. Under all these conditions and following the 
precedent established by the Board in a large number 
of cases, the Board thinks ‘thigs’’. torifrf should be 
disallowed," 
I am Submitting thot actually the Board was giving consideration 
to economic elements there, 

THE CHAIRMAN: I Suppose in that case those who 
applied for the tariff asserted that the railways were loosing 
money by this unpaid demurrage? 

MR. MACPHERSON: No. In fairness I think I should 
Sey that while they were o9sserting tnot incidentally, what 
they were asserting was that there was 3 Shortoge of cors; 
and they were urging that cers were not being unloaded eas 
promptly as they should have been at the head of thelakes 

Consequently they mainteined that it wes not for revenue 
Purposes. They were not arguing that it wos for revenue 
purposes, 

THE CHAIRMAN: It was to liberete cars? 

MR. MACPHERSON: To liberote cors. My purpose in 
citing’ the is to indicate thet the Boord of necessity could 


under the existing act give recognition,as I feel they must, 
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to economic conditions without being termed 3 planning 
board in sny sense of the word, ond that they so held, 

THE CHAIRMAN: We Shall have to look into the 
case. But would you Soy it esrose as a result of the railwey 
being obliged to render a service which hed to go unpaid, 
they were asked to fix a rate, 

MR. MACPHERSON: There were other issues involved 
in the case, as to the extent to which -- 

THE CHAIRMAN: In fixing freight rates, that is 
what is being done; 3 toriff is being settled for 3a service 
to be rendered, 

MR. MACPHERSON: That is correct, The Board was 
determining what was to be allowed, 

THE CHAIRMAN: This would look to me perhaps, as, a 
result, to be telling these people, "if you do not take those 
cars and unload them, we will tax you and inflict a sort of 
penalty on you." is that what it wos? 

MR. MACPHERSON: Not exactly. 

THE CHAIRMAN: On the grounds of inconvenience 
caused to the railway? 

MR. MACPHERSON: Of course it wes urged by the rail- 
wey thet it was just and reasonable tuat a demurrage toeriff 
ould be imposed; and the Board held because of economic 
conditions -- 

THE CHAIRMAN: Just and reasonable, why? Because 
of the storage being afforded for nothing in the cars? 

MR. MACPHERSON: That wes one of the arguments, 
that the cars were held beyond the two days, and being held 
for a length of time. My only pofnt in citingthe case 
wes to indicate that in deciding whet was just and 
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ressonoble, they determined it on economic conditions, 

THE CHAIRMAN: What was Just and reasonable in 
regard to freight rates? 

MR. MACPHERSON: Yes. I¢ is a freight tariff. 

THE CHAIRMAN: Were these freight rates? 

MR. MACPHERSON: It is ATE4BRFE, yes, for which 
the epplicaotion was made. 

THE CHAIRMAN: What form did it take? What did 
the railwoys ask to have done? 

MR. MACPHERSON: They asked that 9 demurrage 
tariff be imposed, They filed a demurrage toriff. When 
the tariff was filed, it was resisted, and the question 
W3S a8 to whether, efter 48 hours, there wes 2 demurrage 
charge per car for cars thet were not unloaded, as I 
recollect it. 

THE CHAIRMAN: I cannot help pointing out this con- 
Sideration. I om Just wondering whether this application was 
mode and disposed of under Section 325, I mean, having 
regord to thst section which ¢alis. for the fixing and the 
mointenonce of just ond reasonable freight rates. 

MR. MACPHERSON: I om not sure. 

THE CHAIRMAN: We shsoll leave thot, then. 

MR. MACPHERSON: I think it wes, my lord. I know that 
case. It was under thot Special section. I know thet the 
question of justness ond reasonableness come in, end in con- 
Sidering the justness and reasonableness, the economic condi- 
tions of the day were considered. 

THE CHAIRMAN: Yes, I know. You ere Saying that, by 
extension, this element should be considered when freight 
rates ere being fixed. 

MR. MACPHERSON: Yes. I em orguing thet the Board 
can todey, and I em erguing thet the Board does today, con- 

_ sider economic conditions. 


A 


THE CHAIRMAN: Are you saying thet it ought to? 


NC 
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MR. MACPHERSON: I om saying thet it ought to, 
yes, 

THE CHAIRMAN: In fixing freight rstes? 

MR. MACPHERSON: 268, in fixing freight rates, I 
gm coming to this 5 bit later, as well. 

The Board is an administrative tribunel, although 
by stetute it is a court Of record. As an edministrative 
uribunal, the ordinary principle of stare decisis will not 
epply to its judgments. On this point it has itself de- 


Clared that it is not bound by previous decisions, 


(Page 21596 follows) 


a. 
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Within its sphere of activity it covers the 
whole range of matters having to do with the railways 
and there should be no limitation on its powers except 
where it would seek to function as a planning Board and 
it could well and must deal with issues that come before 
it by giving consideration to economic conditions without 
infringing on the Jurisdiction of Parliament. 

THE CHAIRMAN: There geems to be some difference 
Of opinion between you and Mr. Shepard. In the previous 
paragraph you say: 

"On this point it has itself declared that it is not 
bound by previous decisions." 
Mr. Shepard said exactly the contrary. 

MR MACPHERSON: Well, I do not think Mr. 
Shepard said that. Mr. Shepard, I think, recognizes that 
the Board has said that it is not bound, but Mr. Shepard 
has suggested an amendment to the Act to the effect that 
it be set out in the Act that it be not bound by previous 
decisions. We differ in this way, that I do not think 
it is necessary to set that out in the Act, and he does; 
he does in this way, that he feels that it is desirable 
that it be in the Act, although he I think would agree 
that it is merely declaratory of what is existing law. 

THE CHAIRMAN: My recollection is that he went a 
bit further. However, I will not take time to look it up 
now. 

MR MACPHERSON: In fact it is difficult for me 
to see how it can properly discharge its functions with 
its powers as they are without paying attention to certain 
economic elements. I would Suggest an amendment to the 
Act to make it clear what my views are in this connection, 
but I feel that any amendment might be misconstrued and 


might well be taken as giving powers which Parliament did 
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not intend to give and agein I say that with the powers 
which the Board has under the relevant sections of The 
Reilway Act, and acting as an administrative tribunal it 
can apply that common sense in its decisions which of 
necessity would have to . recognize economic conditions. 

THE CHAIRMAN: Then you do not think it is 
necessary to amend the .Act? 

MR MACPHERSON: I do not think it is necessary 
to amend the Act, no, my lord. 

THE CHAIRMAN: Nothing to be done about it. 

MR MAC PHERSON: Nothing to be done about that. 

THE CHAIRMAN: Leave things as they are. Why do 
you raise the question, then? 

MR MAC PHERSON: Well, I raise the question be- 
cause I think that it has been an issue one way or the 
other in the course of the hearings, and I think that it 
should be raised. 

Having regard to the multitude of duties which 
the Board may have to deal with, not only in rate making 
but in abandonments, extensions, regulations, safety, Stay, 
Pe feeh that) 1 might be unwise to cut down the number of 
members now on the Board. I do not think that it is 
necessary by legislation to establish the qualifications of 
members of the Board, other than as now stated in The 
Railway Act. Every successive Government of Canada should 
be seized with the tremendous importance of the work to be 
done by the Board, and fully appreciative of the part that 
the Board must play in the welfare of every citizen of the 
country, whether he be 2 producer or 2 consumer, and should 
name to the Board as members men qualified especially to 
handle the difficult assignment. We feel also that the 10 


year term provision should be deleted. 


That would require an amendment to the Act, which 
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I have not put in, but I am making it as a statement of 
policy. 

THE CHAIRMAN: What is the point? That they 
might hold office under g00d behaviour? 

MR MACPHERSON: [I beg your pardon, sir? 

THE CHAIRMAN: That they might hold office until 
seventy-five 

MR MACPHERSON: That is it, instead of a ten- 
year period. I think in a measure there should be an 
encouragement, perhaps, to younger men to accept appoint- 
ments to the Board, which in itself would mean that with 
a ten-year limitation they might be inclined not to con- 
Sider such an appointment Syme. 

COMMISSIONER INNIS: Then you disagree with the 
Province of Manitoba, which has it cut to three? 

MR MACPHERSON: Yes. The Province of Manitoba 
wishes it cut to three, and I say that after discussion, 
full discussion, we have Suggested that the number be kept. 

COMMTSSIONER INNIS: Don't you think it would be 
easier to find a small number of people able to measure up 
to the qualifications you indicate than--- 

MR MACPHERSON: I think it would, but under in- 
structions that is my Submission to the Board. 

The Board must have as its advisers--- 

THE CHAIRMAN: You are arguing, then, that the 
Board should remain--- 

MR MACPHERSON: The same number, yes; that is my 
Submission, my lord. 

The Board must have as its advisers, capable and 
eminent specialists as -accountants, engineers, economists, 
rate experts and statisticians; not too many in number, but 
sufficient in number to properly assess the implications of 


all issues that come before the Board and to advise the 
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Board on technical matters in such manner that their 
judgment in the final analysis may be of best use to the 
country. I can envisage a small select permanent staff, 
always busy and always engaged on transportation problems 
and I can foresee that when important rate cases come 
before the Board, then it may be necessary for it to tem- 
porarily expand its staff of Specialists in order that its 
advice on technical matters may be as complete as possible. 
In order that the Board may better discharge its 
proper function, we are Suggesting an amendment to Section 
31 of The Railway Act, providing a form of annual report 
which the Board must make to Parliament. Our proposed 
amendment reads as follows: 
"The Board Shall, on or before the thirty-first day 
of March in each year, make to the Governor in Council 
through the Minister, an annual report for the year 
ended on the preceding thirty-first day of December. 
Such report shall contain, 

(eujica review, for the previous year, of the financial 
condition and requirements of Canadian railways, the 
condition of railway property, railway expansion, 
abandonment of lines, activities of the Board, organ- 
ization and personnel of the Board, investment of 
Railway Companies in non-railway investments and busi- 
ness, railway charters, railway leases, Ownership and 
control of Canadian railways, ownership and control by 
Canadian railway companies of railways in other 
countries, co-operation between Canadian railways and 
co-operation and integration with various forms of 
transport; 

(b) recommendations of the Board as to legislative 
amendments relating to reilways as may be considered 


necessary in the public interest; 
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(c) such other information or recommendations as may 
appear to the Board to be in the public interest. " 

Now, Mr. Chairman, in Submitting this I am 

aware of the fact that the Interstate Commerce Commission 
does make a very full and a very complete report to 
Congress, and so does the British Transport Board, and 
these reports constitute in transportation literature 
something that is very much worth while and something 
that is a real contribution; and with Specialists on the 
Board such as Suggested, such a report to Parliament would 
not only acquaint Parliament but acquaint the country 
with problems, and the very fact that it has to be in 
Such a report for the consideration of Parliament would 
mean that the report would be the result of study and of 
consideration. 

THE CHAIRMAN: Does the Board make no report now? 

MR MACPHERSON: It does, it does. Section 31 

of the Act requires a report now, but the report now -- I 
will read section 31 of the Act as it is, my lord; 

"31. The Board shall, within two months after 
the thirty-first day of December in each year, make 
to the Governor in Council through the Minister, an 
annual report for the year ended on the thirty-first 
day of December, showing briefly, 

(a) applications to the Board and summaries of the 
findings thereon under this Act; 

(b) summaries of the findings of the Board in 
regard to any matter or thing respecting which 
the Board has acted of its own motion, or upon 
the request of the Minister; 

(c) such other matters as appear to the Board to be 
Of public interest in connection with the persons, 


companies: and railways subject to this Act. 
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2. The said report shall be forthwith laid 
before both Houses of Parliament, if then in session, 
and if not in session then during the first fifteen 


days of the next ensuing session of Parliament." 


(Page 21602 follows) 
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THE CHAIRMAN: Have you examined any of those 
annual reports? 

MR. MacPHERSON: I have read some of the 
reports, and in my view what is Suggested here 
would be in the nature of what could be a contribution 
in the sense that is not being done today. 

COMMISSIONER ANGUS: In spite of the fact 
that you have one Transport Act, are you limiting the 
reports to railways? 

MR. MacPHERSON: No, because, you “22 one 
of the things, co-operation and integration with 
various forms of transport, is the last paryv or (a) 
there. I mean, we recognize that the railways will 
continue to be the most important segment probably of 
the transportation economy, but my view is that their 
reports should not, and their efforts and studies 
Should not, be limited Simply to railways as such. 
Otherwise they would not be functioning as a Transportation 
Board. 

COMMISSIONER ANGUS: No, the railways and 
their activities and other fomms cf transportation, 
would you deal with the other forms of transportation 
independently? 

MR. MacPHERSON: Yes, I would. Well, 
"Co-operation and integration with various forms of 
transport} that was intended to indicate that the whole 
field should be covered. 

It is suggested that if this amendment is passed, 
then the Board of necessity must keep in touch with and in 
contact with transportation matters generally but parti- 
cularly, of course, having to do with railways. It would 


mean that the Board would be continuously conversant 
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in intimate detail with the problems fineneial and other- 
wise of the railways. ‘There Should be an effort made, 
in my view, to eliminate the many different entities 
that exist as separate corporations both in the Cans- 
dian Pacific and in the Cenadian National System, 

There should also be 2 study of legislation in 3 manner 
calculated in the public interest to bring before 
Parliament from time to time such suggested alterations 
in the law as will be desirable. The necessity for 
such action will mean that the Board must be constantly 
alert -- that experts must be constantly on the job ana 


thet eternal vigilance must be practised. 


I would urge egain that the Bonrd in its func- 
tioning must largely determine the measure of success 
which sny national transportation policy will have. The 
Board does not need to be a planning board but it should 
be en agency competent to ecquanint Parliament with 
trends and development in the transportation economy, 
end as a° result, it con be an agency by which the Govern- 
ment and Parliament are authoritatively and competently 
advised, 

THE CHAIRMAN: In that sentence you have in 
the last peragraph of page 11 -- 

MR, MACPHRRSON: Yes, my lord? 

THE CHAIRMAN: Where you say:- 

"There should be an effort mode, in my 


view, to eliminate the many different entities 
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that exist as Separate corporations". 
Do you mean Separate railway corporations? 

MR. MacPHERSON: Well, what I think there is 
this, my lord, that it will be within the memory of the 
Commission that in the evidence both of the Canadian 
Pacific and the Canadian National there is a great 
Structure of independent companies, corporations built 
up -- subsidiaries and that Sort of thing. 

THE CHAIRMAN: T see. Do you mean railway 
companies, only railways, or do you mean other services 
Such as Express? 

MR. MacPHERSON: I mean, generally, I mean 
railway companies particularly. 

THE CHAIRMAN: Railway companies particularly? 

MR. MacPHERSON: Particularly, yes. 

THE CHAIRMAN: That those now in the ownership 
or control of the main railways should lose their identity 
in the future, is that Lt? 

MR. MacPHERSON: That is right, my lord, UT 
Can see no necessity - - 

COMMISSIONER INNIS: You ‘ave not any views as 
to how it should be received by Parliament? There is 
Simply a report to be tabled from the Department of 
Highways? 

MR. MacPHERSON: That is right. The Board is 
not telling Parliament what it must do, but it is for 
the information largely of Parliament and to keep 
Parliament properly advised. 

THE CHAIRMAN: Well, that is not at all an 
unusual thing, but as it is now there is a report. 

MR. MacPHERSON: There is a report, and my 


Submission - - 
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THE CHAIRMAN: You would make it fuller? 

MR. MacPHERSON: I would make it fuller, and 
I would make it such that in my view it would serve 
@ purpose that is not being served et the present time. 

COMMISSIONER INNIS: It is not to come before 
the Railway Committee? 

MR. MacPHERSON: Not necessarily. 

THE CHAIRMAN: I beg your pardon? 

MR. MacPHERSON: It is not to come before the 
Railway Committee. 

THE CHAIRMAN: We can't prevent that. Why 
shouldn't it? 

MR. MacPHERSON: Well, it can, but - - 

COMMISSIONER INNIS: But you are not con- 
cerned that it should? 

MR. MacPHERSON: No. 

THE CHAIRMAN: It would have to be submitted 
to the Minister, and he would put it on the table of 
the House. 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: Some time at the beginning 
of the session when it is available for all members? 

MR. MacPHERSON: I haven't the slightest 
doubt that it will be referred to before the Railway 
Committee, and it should be, but - - 

COMMISSCONER INNIS: I wonder if you have 
any views as to the efficiency of the Parliamentary 
Committee. We have not had any evidence on that, and 
I don't know if it is fair to ak you, but in the 
written proceedings one is not impressed with the tenor 


of the discussions. 
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MR. MacPHERSON: I perhaps might agree with 
you. I don't know that I have any views to express on 
at, «Atter all, it is a Committee of Parliament, and 
Parliament is the highest Court, 

COMMISSIONER INNIS: Yes, I know. 

NEED FOR CLOSER REGULATION: - 

- Mac : e C.P.R. argues that beeause 
of increased competition the railways can and should be 
given a freer hand. "The trend Should be towards less 
rather than more regulation of railways" according to 
the C.P.R. Brief, Part I, from page l4e, 

THE CHAIRMAN; What is the Brief talking about 
When it says that? 

MR. MacPHERSN: About regulation. 

THE CHAIRMAN: What kind of regulations? 

You only quote one line out of the Brief. What is the 
context? 

MR. MacPHERSON: I think it is dealing with 
regulation generally, my lord, page 142. 

THE CHAIRMAN: "The proper limits of 
regulation are a matter of ine balance between 
necessary protection of the pblic interest 
and undue interference in the functions of 
management. " 


Mr. MacPHERSON: "The trend should be towards 


1 


less rather than more regulation of railways.... 

THE CHAIRMAN! "...because of the increasing 
strength of other media of transport." That is the reason 
given. 

MR. MACPHERSON: That is the reason given,yes. 

THE CHAIRMAN: "The increasing strength of 
other media of transport competing with the railway 
industry". That is, apparently, the Canadian Pacific 
Railway feels that it is somewhat hampered today in 
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taking action to meet this kind of competition. 

MR. MACPHERSON: Yes; well, the C.N.R., as I say, 
in the next paragraph, has suggested at page 190 of its 
brief that "the monopolistic position has largely disa- 
ppeared and with it much of the reason for strict regu- 
lation". It is the same idea as the Canadian Pacific 
has. 

We submit that the removal of the railways from 
their monopolistic position with regard to passenger ser- 
vice and short haul and other competitive freight traffic 
has increased the need for adequate supervision as pro- 
tection to the other users of the railways. 

THE CHAIRMAN: Adequate supervision over whom? 

MR. MACPHERSON: Over the railways, 

THE CHAIRMAN: Over the railways. You have in 
mind competitive rates there, I suppose? 

MR. MACPHERSON: Well, yes, as I say later on, 
my lord. 

The protection of non-competitive long-haul 
traffic is vital to the welfare of the nation and of the 
railways, and we submit that this traffic (that is, the 
long-haul traffic) is bearing an undue portion of the 
cost of railway upkeep. We submit that for this most im- 
portant and basic traffic the railways still have a mono- 
poly, and more than eer it needs. the full protection 
of the regulatory tribunal. 

COMMISSIONER ANGUS: Mr.MacPherson, does that 
imply that the regulatory body ought to be able to re- 
commend subsidies? You say the non-competitive long- 
haul traffic is bearing an undue portion. That means 
that somebody else must bear part of what that traffic 
is now bearing. 


MR. MACPHERSON: That is right. 
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COMMISSIONER ANGUS: And if the competitive 
section cannot bear it, where is the regulatory tribunal 
to allocate the portion of the cost? 

MR. MACPHERSON: That is included in an amendment 
that will be submitted later. Mr. Cronkite is dealing 
particularly with the question of subsidies, and there is 
an amendment that is being suggested there, and the Board, 
aS you have suggested, Dr. Angus, is given power to make 
recommendations, 

COMMISSIONER ANGUS: And that is implicit in 
this part? 

MR. MACPHERSON: That is implicit, yes. 
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Because of their great importance to the 
national cconomy, because of the many technological changes 
taking place in the transportatian field, and because of 
the great corporate power of the major railway companies, 
there must be more adequate control and regulation of:- 

Individual rates; 

Rate equality, and rate levels; 

Accounting and accounting procedures; 

Non-rail activities of the railway companies; 

Railway financing; 

Expansion and abandonments; 

Co-operation between the railways; 

Integration of the various forms of transportation. 
A proper system of regulation involves close Supervision 
of the accounting system, but it is only in comparatively 
recent years that the necessity for close supervision has 
become apparent. At present the tendency on the part 
of the Board of Transport Commissioners is to accept 
the railways accounts as presented to it and to leave in 
the hands of railway management the determination of 


accounting policies and accounting systems, 


UNIFORM ACCOUNTING 
ho Te hed nk 


There appears to be complete agreement between 
the parties on the need for a uniform Classification of 
accounts and for regulation by the Board. The evidence 
OF the C,P.R. in its Brief at pages 129 and 130 makes 
this clear and the evidence of Mr. Liddy in Volume 85, 
at page 16662 stated in evidence;- 


"Advantages of uniform procedure are, 
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in my view, worth the time and effort necessary 
to achieve," 
: I would also direct attention to the evidence of Mr. 
Liddy in Volume 87, page 16962. Question by Mr. Frawley: - 
"I think you will also agree that can only 
be done by the regulatory body promulgating :.: 
Some uniform classification?" 
Mr. Liddy answered: 
"I think that is the machinery, " 
I would also refer the Commission to the C.N.R. Brief at 
page 80 and following pages, and also the evidence of 
Mr. Cooper, Volume 100, pages 18755 and 18758 which 
likewise makes their desire for uniformity clear. The 
various Provincial Briefs are unanimously in favour of 
uniform procedure. 
Saskatchewan proposes the addition of a new 
Section -- 378A and it reads as follows:- 
(1) The Board shall prescribe: - 
(a) a uniform system of accounts appli- 
cable to all railway companies and the 
manner in which accounts shall be kept; 
(bo) the method of charging depreciation; 
the class of property to which deprecia- 
tion shall apply and the rate of deprecia- 
tion charges in every instance. 
(2) The Board may exempt from the operation 
of this section any railway company with a 
mileage of road of not more than one hundred 
miles. 
There appears to be disagreement between the 
parties on accounting applicable to inclusion or ex- 


clusion of express operation, communications and 
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depreciation. That is disagreement between the two main 
railways. We believe the Board should make the decision 
in these cases, 

We submit that the Board must maintain a greater 
degree of authority over the accounting and financial 
practices of the railways. This should be done through 
a system of accounting and statistical procedure which 
might be classified as follows: 

(1) Prescription of a system of uniform accounts; 

(2) Prescription of a uniform policy as to 
provisions for retirement of plant (deprecia- 
tion, renewals, retirements); 

(3) Inspection by the technical staff of the 
Board of the accounting and statistical records 


maintained by the railways; 
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(4) A standard form of annual report to the Board 
(fully detailed) -- 
THE CHAIRMAN: You mean by each railway? 
MR. MACPHERSON: Both railways, yes, my lord. 
-- fully detailed as to all statistical and accounting 
forms and available to the public who pay the rates ); 
(5) Tests of maintenance and expense levels as to 
normality. 
The results to be achieved through the direction 
and supervision thus envisaged will be: 

(1) Uniformity of accounts between the years and be- 
tween the different companies; 

(2) Uniformity of the interpretation of marginal 
points through periodic rulings of the Board; 

(3) Assurance that the rules of the Board are being 
followed; 

(4) A standard policy of provision for retirement, 
co-ordinated with the maintenance policy with 
which it must be integrated; 

(5) Reliable, factual information available to all 
interested parties through which normality of the 
operating accounts for rate making may be regu- 
larly scrutinized and measured. 

There appears to be general agreement 
that the classification of accounts should follow as closely 
ee possible that of the I.C.C. We agree with Mr. Liddy 
that there must be some simplification for Canadian condi- 
tions. We submit, however, that there are certain Canadian 
conditions. which require more extensive treatment than 
that given by the I.0.C.classification. 

Mr. Liddy, and the C.P.R. Brief (pages 110 to 114) 


listed a number of fundamental differences which cannot be 


Overcome by uniform accounting. We would point out that 
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these differences are largely in that Company's corporate 
Set up and need not interfere with the comparability of 
railway Operating results as can be obtained from 
uniform accounting, 

At present railway accounts are classified in 
the following main groups: - 

Railway operating revenues; 

Railway operating expenses; 


Net railway Operating revenue; 


(Page 21613 follows) 
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Taxes 

Rents 

Joint facility rents (debit and credit) 

Net railway operating income 

Other income 

Fixed charges 

Dividends 

Surplus, 

We submit that the Board should interpret 
the accounting rules and settle the differences between 
the railways in treatment of special items such as 
express, communications and depreciation, and that 
there can be complete uniformity down to the item of 
net railway operating income. 

It may be that the contentious items of express 
and communications revenues and expenses can be settled 
by carrying the revenue and expense accounts for these 
activities in a category below net railway operating 
income and by then transferring the rail portion 
(calculated on an approved basis) to an account under 
railway revenue or expense categories, ifthe ¢or. 
porate set-up of the C.P. Express Company is to be main- 
tained, it is still a simple matter to carry gross 
revenue and gross expense into the annual reports in 
the manner already suggested. 

It is our opinion that investment income which 
is an effset to the cost of joint facility rents (suca 
as Toronto Terminals interest and dividends) should be 
credited to the credit account for joint facility rents, 

THE CHAIRMAN: Pardon me, in the case you 
mention there investment income -- " 

MR. MacPHERSON; We refer there, my lord -. 

THE CHAIRMAN; You have one particular thing in 
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mind, and that is Toronto Terminals, 

MR. MacPHERSON: Yes, If you will just follow 
the sentence through, my lord, you will see that it reads: 

"It 1s our opinion that investment income 

which is an offset to the cost of joint facility 
Pentel) ane < 

I am not talking of investment income at tuis 
time. I am taking, for instance, the situation in the 
Toronto Terminals where both railways have a fifty per 
cent interest in the company. I think the suminvolved 
by way of return there was $660,000. The rental paia 
by the Canadian Pacific is charged properly to workin, 
expenses, but the $660,000 is credited to Other Income. 
We say that it should be credited to joint facility rents, 
that type of income, 

THE CHAIRMAN: What would be the difference in 
the result? 

MR. MacPHERSON; It would be $660,000. 

THE CHAIRMAN: In what? 

MR. MacPHERSON: For instance, the difference 
in the result would be this. Today the Canadian Pacific 
Show in Other Income a sum in the amount of $66@,000 
which is treated as!Other Income, and which is not 
credited to rail expense at all, 


THE GHAIRMAN: That is to say, you say this should 


“be considered rail expenditure and income. 


MR. MacPHERSON; That is right. 

THE CHAIRMAN: And not Other Income? 

MR. MacPHERSON;: That is right. 

We are also of the opinion that the annual 
reports to the Board should give some detail of joint 


facility rents debit and credit accounts. 
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The published annual reports of the railways 
and the annual reports to the Board have never at any 
time -. 

THE CHAIRMAN: Pardon me a moment, How does 
that affect the Suggestion that the Board should decide 
what is rail and what is non-rail? 

MR. MacPHERSON: That is made in the previous 
Submission, We say that in so far as this type of 
income is concerned there is no Such question arising 
there as arises perhaps in communications, and as arises 
in express, that in so far as Toronto Terminals is 
concerned it is purely a rail matter, 

THE CHAIRMAN: Then the Board Should be 
directed to treat it in that way? The Board should not 
be left free? 

MR. MacPHERSON; I do not think it should be, 
I think that $660,000, when it comes to determine the 
requirement for theCanadian Pacific Railway that the 
requirement should be dealing with a specific item, 
the amount of any deficiency less this item, that it 
Should be treated as a credit. 

THE CHAIRMAN: Then you mean by legislation? 

MR. MacPHERSON: Well -- 

THE CHAIRMAN: That is, there is a determination 
to be made by somebody as to what is rail revenue and 
what is non-rail, Some have said that should be left 
to the Board, You would not leave it to the Board? 

MR. MacPHERSON: Yes, I would leave it to the 
Board, My conception of a national transportation 
policy, as I have indicated, is the strongest possible 
Board, I do not think there is any necessity for 
legislation in this connection, I think the Board can 
deal with it and should deal with it and should deal with 
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it in this way. 

THE CHAIRMAN: It is an intimation to the Board 
of what you think they ought to do. What do you think 
we ought to do? 

MR. MacPHERSON; I think it is a recommendation 
that the Commission might make, 

THE CHAIRMAN: Another case of admonition to the 
Board, 

MR.MacPHERSON; Yes, 

The published annual reports of the railways 
and the annual reports to the Board have never at any time 
given details of econunts covering hotels, steamships and 
other non-rail activities and investment income, These 
have all been included in the one item of "Other Income." 
In our opinion, the regulatory board should be in a 
position to supervise these accounts as well as railway 
operating accounts, 

The question of the regulation of non-rail 
activities is bound to be a controversial one. It 
involves two considerations: 

(en) The reasonability of interdepartmental and 
inter-company charges where allied Services 

are provided by the same management; 

(2) The principle of crediting to rail operations 
the financial results of activities, both 

those closely allied to rail operations and 

those not related. 

Because of the first consideration, we believe 
that the Board must provide some supervision of non-rail 
accounts, We are strongly of the opinion that the 
Board should rule as to what non-rail activities are 
closely allied to rail, and should provide a separate 
category of accounts for these activities. The new 


category should be located in the classification 
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immediately after Net Railway Operating Income but for 
railway rate-making purposes the result of all accounts 
Should be taken into consideration, 

Other income items, not closely related to 
rail operations, should form a separate category and 
Should be included in the annual report to the Board 
in some detail. This category of accounts should 
immediately precede the final general category con- 
Sisting of fixed charges, dividends, income taxes and 
surplus, The annual reports prior to the deduction 
of this final general category would show the result 
on a basis which would be comparable between the two major 
railways in that it would show the amount available 
for corporate purposes, 

THE CHAIRMAN; Before you go on, further up 
on the page you say: 

"We are strongly of the opinion that the 

Board should rule as to what non-rail activities 
are closely allied to rail" . ., 
Is that not a rather indefinite way Of leaving it, 
"closely allied to rail, and should provide a separate 
category of accounts for these activities"? To give 
us an idea, would you say that the Ownership and manage- 
ment of hotels was closely allied to rail? 

MR. MacPHERSON: I think that is an account, yes, 

THE CHAIRMAN: Or express companies? 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: Or in the case of Consolidated 
Smelters? 

Mr. MacPHERSON: They would have to make -- 
yes. 

THE CHAIRMAN: You say that is closely allied 


to rail? 
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MacPHERSON: There is a question whether 


it is closely allied to rail. 


THE CHAIRMAN: This language leaves freedom 


for great differences of opinion, You say that the 


Board should rule as to what non-rail activities are 


closely allied to rail, They may rule some of these 


things I have just mentioned in and some of them out. 


You would be satisfied with them doing that? 


MR, 


MacPHERSON: Yes, but that would not mean 


that from the standpoint of the corporation what is 


ruled out must not be considered ultimately in respect 


to the corporation, 


thing. 


THE CHAIRMAN; Oh, yes, that is a different 


MR. 


We are talking now apparently of freight rates. 


MacPHERSON: We are talking of accounts. 


THE CHAIRMAN: You go right on and say: 


"The new category should be located in the 


classification immediately after Net Railway Opera- 


ting Income but for railway rate-making purposes 


the results of all accounts Should be taken into 


consideration," 


What do you mean there by all accounts? 


then? 


MR, 
THE 
MR, 


MR, 


MacPHERSON; All accounts of the railways. 
CHAIRMAN: Whether it is rail -- 
MacPHERSON: Or non-rail, 

CHAIRMAN: Or closely allied to rail. 
MacPHERSON: Or closely allied to rail, 


CHAIRMAN: What about Consolidated Smelters 


MacPHERSON: I submit it has got to be 


taken into account, my lord. 


THE 


CHAIRMAN: Willincome derived from a source 


Such as that have the effect of decreasing freight rates, 
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or a lack of income the effect of increasing freight 
rates? 
MR. MacPHERSON: In a sense, yes. 


THE CHAIRMAN: This question must be faced. 


MR. MacPHERSON: I may say that is a part of 
the argument that Mr, Cronkite is dealing with particular- 
Ah a It is being covered, I do not want to evade the 
issue in the matter, So far as corporation is concerned, 
so far as the Canadian Pacific, we are in this position, 
that from the cross-examination of Mr, Liddy it came out 
very clearly that the company was started as a purely 
rail company, and ultimately it has developed to the 
present time where there is naturally a condition of 
conflicting loyalties as between the corporation on 
the one hand and the rail on the other. Our submission 
will be that, having regard to what it was established 
for, you cannot disregard in the general picture any of 
the income of the company. 

THE CHAIRMAN: You see general terms cannot 
evade the real issue as to what bearing all these things 
are to have on the fixing of freight rates. That is 
the very clear issue. Mr, Cronkite will deal with that? 

| MR. MacPHERSON: Yes, Mr. Cronkite is dealing 
with that phase of it. I thinkprobably I should leave 
it at that, other than what I have said. 

We suggest that taxes on income should not be 
included with real property and miscellaneous taxes, 
but should be a separate account under the final 
general category as just referred to. Leased line 


rentals should be shown separately from fixed charges. 


Policing of Rules and Regulations 


The Board should not be content merely to lay 
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down a uniform classification, Provision should be 
made for interpretation as required and for inspection 
of accounts by the Board's staff. Uniform classifi- 
cation does not ensure uniformity, Inspection by 
examiners for the Board does not require detailed 
audit, but the accounts and records of the railways 
should be tested Sufficiently to Satisfy the Board 
that the rules and regulations are being followed and 
on a uniform basis by all railways. 

We are not Suggesting there be a continuous 
audit of the railway companies by the Board but there 
Should be tests made from time to time so that the Board 
can be satisfied that the rules and regulations which it 
has determined are being observed, 

One example of interpretation was Suggested 
to us under I.C.C, Regulation -- and this is the kind 
of thing that would arise: 

"Locomotives from a U.S, road were sent 

to an outside shop for complete rebuilding 

and the cost was charged to maintenance expense, 

The I.C.C. inspectors reviewed the charge, 

because it was considerable, and required 

the railway to capitalize this expenditure," 
That indicates the situation because if it is charged 
to maintenance then it is charged to the freight payers' 
dollar immediately, and it is felt that is an example 
of such an interpretation as the Board would from time 
to time have to put on the regulations that it itself 
would set, 

THE CHAIRMAN: In this case the power is 
exercised because the charge was considerable. 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: And because it was considerable 
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it was made capital, 

MR. MacPHERSON: That is right, 

Another reason for inspection of accounts is 
based on the principle that for rate-making purposes the 
operating results shoulda reflect only normal operations, 
&bnormal items should be known to the Board, We 
understand that the I.C.c. actually requires wasteful 
or unnecessary expenses to be charged against net 
income, rather than operating expenses ("Public Utility 
Economies", by Emerson P, Schmidt, 1940 - » pages 
+10 ghd 111), We do not suggest that this is necessary 
but we do suggest that the Board should be familiar 
with all unusual items included in Operating results, 

In the rate cases that have been going on for 
three years, the Provinces have urged that, included in 
charges to maintenance there are items which are properly 
chargeable to capital. I am not going to weary the 
Commission with details of this argument other than to 
point out that the Canadian Pacific with less miles 
of road in 1949 than it had in 1939 actually spent on 


maintenance account in 1949 $150 millions as against an 


expenditure of less than $50 millions in 1939. 


(Page 21622 follows) 
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MR. MACPHERSON: I think yesterday thet it came out 
that there was $146 million charged for maintenance account in 
1949 but there was also expenditure for deferred maintenance 
which brought it to over$150 million. These are round figures. 
After ony allowance that may be necessary is mode for increased 
volume, I submit it will be difficult for the roilway to justify 
the increase from $50 millions to $150 millions in the ten year 
period, 

THE CHAIRMAN: Would you think in the future there 
should be no deferring of maintenance? 

MR. MACPHERSON: No. I think thst is s proper thing. 

I am not complaining about deferred maintenance. I think the 
only argument in the matter on deferred maintenance before the 
Board is this. There was no complaint as to the deferred main- 
tenance having been taken down as it was during the war yeors, 
The argument wes as to whether the money should be spent ond 
when by the Canadian Pacific Railway on maintenance, When the 
rate case started in 1946 there wes in the fund a sum of 
$25,200,000 and there was continual urging by the province to 
spend some of this money or to use some of this money of the 
railways. We are not arguing this now, but the railways sub- 
mitted good and sufficient reasons in their judgment why the 
money should not have been spent and the first substantial ex- 
penditure was really made in 1949. 

COMMISSIONER INNIS: Do youthink the railways should 
be precluded from looking at this problem with reference to 
long-run difficulties? I suppose that the long period of de- 
pression in which they were uneble to put aside money or to make 
expenditures on maintenance possibly necessitated the expenditure 
of heavy outlays afterwards. Would you prevent the Board from 
considering these long-run difficulties? 

MR. MACPHERSON: Of course, 2s to the condition of the road 
at the end of the depression, there is a good deal of difference, 


I want to be very frank in saying to the Board that the Canadian 


+ 
Can 


prot 


DAM 


cs 


+ ed A 


° 
« bre 


3a 


cu 


ra 


4 
ry 
w 

’ 


* 


i 
b 


+ 
* 


myo 


- 
ad 
t+ 


i 


ca 
im 
: 


tee 
(oe Pi ig 


a 't? 
-* - . 
ste! Po] - 


yas 
a. 


- 21623 - Mr. MecPherson 

Pacific produced a witness before the Board 

/who said maintenance hed not been continued. On the other 
hand, Sir Edward Beatty, before the Committee of Parliement 
in 1938 hed referred to his rood as being 9 well maintained 
road. Mr. Armstrong, who Seve evidence here the other day, 
es Chief Engineer,said that the road wos well maintained. 

It needed a little peint, I think wes the wey Mr. Armstrong 
pur jt... In. any event, I can pee Aa iaan That was a 
matter of argument before the Boerd, es it properly should 
be. What I am coming to here is this. I am following out 
my argument as made in much greater detail before the Board, 
that when you remember there are less lines of roads actually - 
not much less but slightly less - in 1949 thon in 1939, they 
spent $150 million ss against en expenditure of less than 
$50 million in 1939,after an allowance that mey be necessary 
ismade for increased traffic volume, I submit that it would 
be C1 ficult for the railway to justify the increase from 
$50 million to $150 million in the ten year period, 

COMMISSIONER ANGUS: Would you say any allowance may 
be necessary for increased traffic volume end deferred 
maintensence? 

MR. MACPHERSON: The deferred maintenance of course was 
taken down in the years 1943, 1944 ond 1945. I have tried to 
give both sides of the argument ss it was before the Board, 
but the railway BP ane ee not proper maintenance up to and 
including 1939 and we said thet there was. Then we come to 
this $150 million. Then in my next paragraph I want to refer 
to the complaint we had, and the necessity for uniform 
accounting and for this testing. 

THE CHAIRMAN: Would you have the Bosrd,in 2 case 
of thet sort, where they ere confronted with 9 large amount of 
meintenance, do what the I.C.c, did in the case you gave us? 


MR. MACPHERSON: Yes. 
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THE CHAIRMAN: Require the railway to capitalize 
the expenditure? 

MR. MACPHERSON: Yes, I would require that. That 
is where the tests would come in. There does not need to be 
any continuous audit of the books of the roailways, but there 
have to be tests from time to time in connection with certain 
types of expenditures ond to ascertain whether the expenditure 
that is made is properly chergeable to maintenance, whether 
it is properly chargeable : pertly to maintenanee, or partly 
to capital, or how it should be charged, 

The Board of Trensport in their interim judgment 
of September, 1949 on this issue said 9s follows. Thet wos 
the judgment of Mr. Justice Archibald at the bottom of page 11. 
He said: 

"On the hearing of this spplication the applicants 
restated and brought up to date their evidence and 
exhibits with reference to maintenance costs. I think 
thot these maintenance costs will require further study 
before any decision can be given, * even assuming that 
the requirements of the Cenadien Pacific Railway are to 
be accepted as the yardstick for a further increase in 
freight rates." 

The final judgment of the Boord came down. The finsl deter- 
mination was in March, 1950, end the - tudy which had been 
considered necessary by the majority judgment in September of 
1949, was not even referred to or apparently not even 
considered, 

THE CHAIRMAN: Perhaps it wes meade, and is to be 
found in the results. What did the Board do? Did they allow this? 

MR. MACPHERSON: No. There is nothing dealing with 
the situation st sll, or no indicetion of it. 

THE CHAIRMAN: What did they do with the accounts? 


aaa 
ba i _ © 
Fn % ~ ey, - in 


' 2897 | 32008» SHAMATAHO- ANT _ 
ae ~ ; 
eo 


oe 


a 
7a) 


*Terwagitheaqx 


s 


tT OAM 


4a i 


ea 


— 


~ 21625 - Mr. MecPherson 


MR. MACPHERSON: They accepted the railwey's 
figures, 

THE CHAIRMAN: They accepted them? 

MR. MACPHERSON: They accepted them, 

THE CHAIRMAN: Did they accept es maintenance what 
the railways put forward as maintenance? 

MR. MACPHERSON: Yes. 

THE CHAIRMAN: How did you know they did not 
consider that? 

MR. MACPHERSON: TI can only judge this, as oa 
matter of practice by the Board. In the 21% judgment, or 

Jereument é point wes raised by the Maritime provinces, that 
under the Msritime Freight Rates Act there was not a change 
in conditions ‘shown from 1947 to the date of the hearin’. It 
was argued by the Maritime provinces that consequently there 
could’ notbe this imposition so far as these provinces were 
concerned, In this judgment of 1930 the Board 
indicates that it directed a Study and put the study in the 
Judgment. When these studies are Suggested, and when they 
ere carried out, then we would expect, as 2 practiog,s if 21% 
was in the judgment of March 30, 1948, if there wos any such 
study, thst it would be in the Judgment of March 1, 1950, 
But it was not. 

The Board will have to pror»se the type of uniform 
accounting and see that that accounting is epplied in 9 manner 
which will make it certain thet only those charges sre made 
to the freight dollar each year which should be made, end that 
the railwey is notin 3 position where, while on depreciation 
accounting, it will st the some time be proceeding on a 
renewsl besis, There is no justificotion for high meintenance 
end high depreciation charges at the same time, and there 


Should be no excuse for high deprecistion and at the some time 
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payment for assets out of current revenue, 

Thet was a large part of the ergument eee the 
Board of Transport, and in our view, thet uniform eccounting 
end the testing of these accounts by the Board, by competent 
authorities, then you can determine whether what is suggested 
there is right or whether it is not, 

THE CHAIRMAN: I heave osked you this before, Mr. 
MacPherson, but would you tell me agein. Are you then sub- 
mitting amendments to this Act? 

MR. MACPHERSON: Yes, my lord. I have suggested 
an amendment back here farther, TI suggested thet amendment 
in connection with uniform accounting , end whet I am réally 
indicating now is what should be done under that accounting. 

THE CHAIRMAN: Should be done by whom? 

MR. MACPHERSON: By the Board. As is set out on 
page 14 we suggest this amendment: 

"(1) The Board ‘shell prescribe: 

(2) A uniform system of accounts applicable to 

all railway companies and the manner in which accounts 
Shall be kept; 
(b) The method of charging deprecistion; 
the class of property which depreciotion shall apply 
at the rate of depreciation charges in every aoe ee 

THE CHAIRMAN: Yes, I know thet. You say the Board: 
shall do that? 

MR. MACPHERSON: Theat is right. 

THE CHAIRMAN: Are you seying thet the Board, in 
doing that, shall bring this principle into operation? 

MR. MACPHERSON: That is what I sey, my lord, should 
follow from such an amendment. 

THE CHAIRMAN: Who should meke thet follow? 

The Boerd? 
MR. MACPHERSON: The Board. 
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THE CHAIRMAN: You think your amendment would compel 
the Board to do that? 

MR. MACPHERSON: Yes, it would compel the Board 
to do that, 

THE CHAIRMAN: I see, You say that the Board shsll 
prescribe the methods of charging depreciation, the class 
of properties to which depreciation shall apply and the rate 
of deprecistion cherges in every instonce, Suppose the Board 
does not sgree with you, What then? 

MR. MACPHERSON: Then the Board rules that is all. 

THE CHAIRMAN: What is that? 

MR. MACPHERSON: The Board is the sovereign body, 

THE CHAIRMAN: That is what I want to find out. 

The Board would decide. 

MR. MACPHERSON: That is right. 

THE CHAIRMAN: You do not wishit to be made 
compulsory on the Board to adopt the principle that you 
set out on page 19? 

MR. MACPHERSON: No, my lord. Whet I om saying is 
this, When the Board is required to prescribe a uniform 
system of accounting such as set out, thmunless the Board 
is going to be asleep on the job, it has got to do these things 
and these benefits willl flow therefrom. 

THE CHAIRMAN: I see. You rely then on the amendment 
that you have drofted on page 14? 

MR. MACPHERSON: I om relying on the smendment, 
plus my hope, desire and conviction that the Bosrd will be 
@lert end will apply the uniform accounting in the manner 
adndicated, 

THE CHAIRMAN: You domot want any further legis- 
lative direction given to them? 

MR. MACPHERSON: I do not think so. 
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THE CHAIRMAN: Than is conteined on page 14? 

MR. MACPHERSON: Thet is right. 

COMMISSIONER ANGUS: Are not ell these things 
tied in together in this wey? If you object to high 
maintenance or high deprecistion in years of high treffic 
volume and big returns, to order to avoid pressure on rates 
in years of low volume and low returns - if you object to 
that device - does it not work out that you heve to make 
the allowable surplus bigger in those years? 

MR. MACPHERSON: No, my lord. Of course before 
the Board the argument was, as in pert it wos before the 
Commission, as totthe matter of the deferred cherges, whether 
it should be Straight line or whether it should be on the 
user basis. We are advoeating, and the provinces have all 
advocated, the straight line rather than the user basis as 
adopted by the C.P.R. 

THE CHAIRMAN: You would leave the Board free? 

MR. MACPHERSON: Yes. The Board has to determine 
thet, and whichever they‘ say, would prevail. If they want 
the user method, then the Canadian National would have to 
accept the user method, In any event both should have the 
Same form. It is an impossible position, I suggest, at the 
moment, of one railway using one form and another railway 
using another form. It should be the same form, whichever 
it is. If we haa the opportunity, we would orgue before the 
Board that in making that determination, as we have argued 
before them before, that it should be straight line. At the 
Same time, whatever they say would have to prevail... in. the 
matter of high depreciation cherges, on the straight line 
basis, “ neturally thet is more constoent. But so far 2s 
the maintenance charges sre concerned, we agree that the 
maintenance charges do vary with the volume of traffic to 


8 degree, There is no question sbout that. They do. 
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Then Mr. Crump in his evidence before the Board admitted that 
in the manner of maintenance, that was Something that was 
not like the laws of the Medes end the Persians, somethirg 
that had to go on, They could change that from time to time, 
and they did. They do thet. But in any event thst is an 
issue that can be decided by the Board, and it comes back 
to the matter” of"8 BRBABe in the functioning thet it met 
do. 

COMMISSIONER ANGUS: Side by side with the physical 
question, is there not “hPa nancial one too? 

MR. MACPHERSON: Yes, there is, 

COMMISSIONER ANGUS: That is to say, if in order 
to stabilizes rates, you have 23 surplus in good years in 
order to come and go on in poor ones, and phere em eliminate 
the little Stabilizing device of the choracter we have’ been 
mentioning, would you not have to have a bigger surplus 
allowed than would otherwise be necessary? 

MR. MACPHERSON: I do not know that it would follow. 
I realize this,as for ag Straight line and user depreciation 
are concerned. I realize the fact that purchases are being 
made now at a time when prices are higher in themselves, 
end if you sre on the straight line method which we advocate, 
it means the deprecistion charges will be higher than they 
would have been twenty years ago. That is quite tune. But 
at the same time, I do not see how it necessarily enters into 
the question of surplus. But what we ore really getting at 
is--and- 4t was 9 major issue before the gigas t 3 whether 
the maintenance charges  . were too high, whether there was 
that being charged which should not be charged but which 
Should be capitalized, or which should be charged to additions 
and betterments or which should be charged to de rred 
maintenance, We feel that if the Board were in 2 position, 


with uniform accounting, to go in and test, then they might 
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find that we were all wrong and’ that the railways were 
all right. And whatever they did, with a proper test -- 
THE CHAIRMAN: That is all you are asking for? 


MR. MACPHERSON : That is all we are asking for. 


(Page 21633 follows) 
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THE CHAIRMAN: But you seem to be assuming 
on page 19 that it will be fully in agreement with what 
you want done. 

MR. MacPHERSON: I think they would. 

THE CHAIRMAN: You would take a chance? 

MR. MacPHERSON: Take that chance. 

COMMISSIONER ANGUS: I am sorry for not making 
my point clear. I was thinking of the stabilization of 
rates over time, making an award with regard to rates 
that could be expected to last for some period of time, 
and it would seem to me that the type of adjustment 
that was being considered here might be .eriticized 
as being a sort of year to year adjuStment requiring 
frequent alteration. 

MR. MacPHERSON: No, that was not what was 
contemplated, sir. Of course, we remember this, that 
so far as freight rates are concerned, the rates that 
were applicable in the 1920's were the rates which 
continued in the 1930's. Even during the depression 
there was no excepting in the competitive rates as it 
developed particularly in central Canada with the 
competi tion from the trucks. There was no elasticity: 
they were maintained. Certainly so far as long haul 
traffic is concerned that was the fact, but we have not 
contemplated necessarily any - - 

COMMISSIONER ANGUS: If you wanted elasticity 
in the sense of lowering the rates in the 1930's, you 
would have to build up a bigger surplus during the 1920's. 

MR. MacPHERSON: Of course, there might be a 
fairly long argument there. So far as the Canadian 


Pacific was concerned the surplus that was built up in 
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the 1920's was quite Substantial, and I think that is 
on the record. But I don't wish particularly to argue 
that now, because that starts on another trend alto- 
gether, but they did set up a surplus, they did esta- 
blish a surplus then undoubtedly. 

FURTHER FREIGHT INCREASES: - 


In submitting evidence in reply to the C.N. 
plan of recapitalization, Canadian Pacific witnesses 
clearly set forth that they regarded higher freight 
rates not only as desirable in the railway interest 
but as necessary. At page 20446, Volume 112, of the 
Record, Mr. Northey Jones indicated that the Canadian 
Pacific should have for its requirements a sum between 
$47,500,000 and $66,600,000. At page 20530, Volume 
112, he acknowledged that this sum could be put at 
$63 million. If we take this sum of $63 million, it 
would mean the necessity of raising a further $15,500,000 
and of course, in this regard provisions would have to 
be made for income tax. As Mr. O'Donnell put to the 
witness at page 20592, Volume 113, of the evidence, 
to produce the $66,600,000 would result in freight rates 
being 24% high r than existing levels after being raised 
by the pending 4% increase. Existing levels were 40.36% 
above the rates in March, 1948, which would mean that 
the rates would be 74.04% higher than they were in 
March 1948, if Mr. Northey Jones' proposal was accepted. 
What is more , in order to ascertain the rate of 
return Mr. Jones figured on a base of $1,001 million 
which base he takes from Exhibit 49-49, the balance 
sheet story of C.P. investment and this base the 
provinces continuously refuse to accept or recotnize. 


To indicate clearly that the other Canadian Pacific 
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witnesses had the same idea of higher freight rates in 
mind, Mr. Norman at pages 20642 ana 20643 of Volume 113 
of the evidence also advocated increased freight rates. 
And Mr. Liddy, who also gave evidence - - 

THE CHAIRMAN: Before you go on to that, you 
say of that figure of $1,001 million that "this base 
the provinces continuously refuse to accept or recog- 
nize", Do you mean in both ways, first the accuracy 
of the figures, and secondly the idea of fixing the 
rate base - - 

MR. MacPHERSON: I am: going to deal with 
rate base later on this morning by itself, but we do 
say that the $1,001 million does not represent in any 
event what should have been taken as the rate base. 

We have never accepted the 49-49 figure of $1,001 million 
but on the principle of rate base we deal with that 
later at a little length. 

The position of Saskatchewan is that in the 
light of the evidence of the Canadian Pacific witnesses 
as to the possibility at the present time of increasing 
competitive rates, the long haul treight and the freight 
moving in non-competitive areas, on which the railways 
have a monopoly, must bear an increased burden. 
Saskatchewan's location geographically involves this 
long haul freight for which it must pay. We have 
urged again and again in the course of the Commission 
inquiry that our Saskatchewan economy could not, without 
disturbance, stand a further increases. In fact we 
maintain that the increases already in effect have had 
serious repercussions. An example of this might be 
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at Swift Current, an organization which did a very large 
business and paid very heavy freight charges and whose 
ability to compete in European markets was either 
hampered or lost because of heavy transportation charges. 
Evidence on this point was given in Regina at page 894, 
Vol. 5 of the record. To indicate what we believe the 
true position to be, I would quote the answer given to 
me at page 20218 of Vol. 110 of the record, by Mr. 
Fairweather and which reads as follows:- 

"Q. Mr. Fairweather, in Volume 65 of the 
evidence at page 13646 during the cross- 
examination of Mr. Walker by Mr. Covert a 
question was asked and an answer given, and I 
want to read the question as put to Mr. Walker 
and Mr. Walker's answer and to ask you whether 
or not you agree with it. This was the 
question: 

'Q. Now, I just wanted to ask 

you one question on this point. I think 

an article was read to you this morning 

by Mr. Campbell suggesting that the 

railways may be pricing themselves out 

of business in the United States. My 

understanding is that your view is that 

that is not the situation in Canada, 

that the railways have no where near 

reached, I think was the phrase you 

used - - 


A. That is my view, yes. 
Q. - - a rate level which would 
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price the railways out of business? 
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"Q. Do you agree with that statement of 
Opinion by Mr. Walker? 

4. No, honestly I do not. 

Q. Well, will you tell the Commission 
why you do not agree with it, Mr. Fairweather? 

A. Well, I think that the tenor of my 
evidence explains my doubts and my disagree- 
ment. I think when the rate adjustments 
presently in effect and in prospect before the 
Board of Transport Commissioners, supposing 
they were granted in full, are applied, and 
having regard to this canker of highway trans- 
portation which I say is growing bigger, I 
have a real fear that the productive economy 
of our country will be disturbed and that 
marginal producers will no longer be in a 
position to see enough profit in their opera- 
tions to produce, and that could easily start 
a snowballing effect. I am a development 
officer, and as I have said, I firmly believe 
that our high standard of liv.iag is keyed into 
the incentive that is present in the producers 
of our basic commodities. Those basic commo- 
dities historically have always enjoyed low 
rates, and the prospect of increasing the rates 
beyond the levels that are now in contempla- 
tion is something that, as a development man, 
I look upon with a certain degree of reserva- 
tion. It is made clear in Mr. Gordon's Brief 
that there is a fear expressed there looking to 
the future that the railway might price itself 


out of the market." 
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THE CHAIRMAN: Now, have you somewhere a 
remedy for this? Are you suggesting what we ought to 
do? 

MR. MacPHERSON: Well, the Suggestion of course, 
so far as Saskatchewan is concerned, is the question, 
as I have indicated already, of subsidy which will be 
dealt with by Mr. Cronkite. 

THE CHAIRMAN: Subsidy to the railways? 

MR, MacPHERSON: Yes. 

THE CHAIRMAN: That is, you would have us do 
the economic planning and say that the railways should 
receive a subsidy on account of your special conditions 
there? 

MR. MacPHERSON: On account of the special 
conditions that exist. They do not only exist there. 
I am speaking particularly, naturally, for my own 
province, the Province of Saskatchewan, but I recog- 
nize that the same situation exists in Manitoba. I 
mean, the disabilities that we suffer are suffered in 
measure in Manitoba and in Alberta and in British 
Columbia and the Maritimes. 

THE CHAIRMAN: Then, do you want a statutory 
provision? 

MR. MacPHERSON: There is a statutory 
provision, as I have indicated before, my lord, which 
will be suggested to the Commission. 

THE CHAIRMAN: You have an amendment? 

MR. MacPHERSON: Yes, there is an amendment 
to be brought in. Now, I want to deal with rate base. 
It is the next subject, and we were discussing rate 


base. 


THE CHAIRMAN: Perhaps before we start we 
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THE CHAIRMAN; Very well, Mr. MacPherson. 
MR MACPHERSON: I was just about, Mr. Chairman, 
to deal with the matter of rate base. 
Rate Base 
From time to time during the course of the 
hearing of evidence there has arisen the question of 
"rate base" and a consideration of the desirability of an 
established rate base on which a rate of return could be 
fixed which in turn would establish freight rates. 
The Board of Transport has never adopted any rate base 
as such and consequently never been called upon to fix 
any rate of return. Freight rates have been fixed based 
on requirements. In the 21 per cent case I propose to 
give you a discussion between Mr. Carson and the Chief 
Commissioner Col. Cross, which appears at page 15940. At 
that page the Chief Commissioner, following a statement 
by Mr. Carson said: 
"You are putting it on the ground of dividends or the 
preferred stock paid up and dividends on the common 
stock paid up, at a given rate, rather than to earn 
a percentage of return on the investment." 
Mr. Carson said: 
"Yes, Mr. Chief Commissioner. 
THE CHIEF COMMISSIONER: And you are making your 
calculations on the capital stock structure rather 
than the actual money invested in the railway 
operations. 
MR CARSON: What I did, Mr. Chief Commissioner, was 
this, I compared the rates of return on the money 
actually invested in railway property over the years, 
according to Exhibit 13, as some guide of the 
adequacy of the earnings today and then I went on --- 


THE CHIEF COMMISSIONER: Yes, but in referring to the 
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amount of revenue which the company may want to meet 
its requirements --- 
MR CARSON: Yes. 
THE CHIEF COMMISSIONER: Including dividends. 
MR CARSON: Quite. 
THE CHIEF COMMISSIONER: You base that on the pre- 
ferred stock issued. 
MR CARSON: Yes. 
THE CHIEF COMMISSIONER: And you base it also on the 
common or ordinary stock issued. 
MR CARSON: Yes, that is LGs 
THE CHIEF COMMISSIONER: The preferred stock at 4 per 
cent and the common or Ordinary stock on a Suggested 
5 per cent. 
MR CARSON: Yes, Mr. Chief Commissioner, and you will 
remember that in the exhibits which show the require- 
ments, the dividends are always calculated on that 
basis, 4 per cent on the preferred and 5 per cent on 
the ordinary. 
THE CHIEF COMMISSIONER: yes." 

That was the position in the 21 per cent case. 

THE CHAIRMAN: What became of it? Later on you 
tell us. So far you give us the C.P.R. position. 

MR MACPHERSON: Yes, that was the position; and it 
was on that basis, the basis of requirements, that the 
Board proceeded in the 21% Case. They proceeded on that 
basis. 

In the 20 per cent case the C.P.R. sought to 
establish a rate base for the first time. They produced a 
Split balance sheet which was filed in that case as Exhibit 
49-49, and which in these hearings is Exhibit 196. To 
Support that Exhibit and the figures given therein, Mr. 


Gilmer, an auditor of the C.P.R. gave evidence. He was 
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Supported by Mr. Grady, from New York, partner in Price, 
Waterhouse ; Mr. Northey Jones, Dr. Dorau of New York and 
Mr. J. C. Thompson. The case for a rate base was put in 
and argued by Mr. A. J. -riest, a distinguished member of 
the New York Bar. In argument in the 20 per cent case at 
page 4028, Mr. Priest is reported as follows: 
"I submit most earnestly to your lordship and the 
Board that if this Board follows the precedents 
represented by decisions of the United States 
Supreme Court fully approving the practices of our 
Federal Power Commission; if this Board follows the 
current practice of the Interstate Commerce Com- 
mission; if this Board follows the practice of the 
British Columbia Public Utilities Commission in the 
British Columbia Electric Railway Company case to 
which I referred at some length, then, my lord, the 
evidence is here." 
That is to say, he says, "This is the evidence, 
here is the rate base, 49-49." 
THE CHAIRMAN: He says that in all these cases 
the respective bodies did act on a rate base. 
MR MACPHERSON: Yes; and I propose to show that 
they did not do that. 
THE CHAIRMAN: I see. He is very positive in 
what he says. 
MR MACPHERSON: Well, he is very definite, my 
lord, yes. 
Later in the 20 per cent case at page 4032, Mr. 
Priest is reported as follows: 
"I submit that, in the light of all the circumstances, 
the Board should find that the Canadian Pacific's rate 
base as at December 31, 1947, is $1,001,000,000, 


which, on the evidence of Mr. Grady and Dr. Dorau, is 
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the minimum base on which the Company is entitled to 

¢arn a reasonable return from its railway operations." 
The Canadian Pacific Reilway sought to establish a base 
through presenting this balance sheet by Mr. Gilmer, who 
could testify to the accuracy of the figures only to the 
effect that they were in the books -- that was as far as 
Mr. Gilmer could go, these figures were in the books -- 
and by Mr. Grady who, in his evidence at 2695 of the 20 
per cent case, went on record to indicate to the Board 
that he could not certify as to the accuracy of the 
figures. 

I suggest to this Commission that it is a far 
cry from the current practice of the Interstate Commerce 
Commission and of the Federal Power Commission manned as 
both are with expert engineers, accountants, auditors, 
Statisticians, rate experts, and economists and the 
Interstate Commerce Commission with a Board of Valuation 
to the Board of Transport in Canada manned as it is. 

THE CHAIRMAN: Does or does not the Interstate 
Commerce Commission fix freight rates on such a base as--- 

MR MAC PHERSON: Well, I am coming to that a bit 
later, but the Interstate Commerce Commission actually 
has on its staff--- 

THE CHAIRMAN: What do they do? 

MR MACPHERSON: Well, I will read you the section 
later. I am reading the section of the Act later. 

THE CHAIRMAN: You point out that they have a 
staff, that they are better equipped to do such things. 

MR MAC PHERSON: Yes, that they can do these 
things. 

THE CHAIRMAN: And you tell us later on what in 
fact they do do? 

MR MACPHERSON: That is right. 
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Mr. Priest referred to the decision of the 
British Columbia Public Utilities Commission in respect of 
the British Columbia Electric Roilway case. That case is 
reported in 53 P.U.R. (New Series) at page 438 and it will 
be seen from the Judgment that the Public Utilities 
Commission of British Columbia engaged as Commission 
Accountants the firm of George A. Touche & Co., that it had 
as a Chief Engineer Mr. wW. R. Weston who had associated 
with him a whole staff of engineers, and further that an 
actual valuation was made of the property. 

THE CHAIRMAN: That is, a valuation of the 
property. 

MR MACPHERSON: Of the property. 

THE CHAIRMAN: Not a historic investment test. 

MR MACPHERSON: That is right. They had various 
tests, and they had independent accountants, George A. 
Touche & Company, and independent engineers under Mr. 
Weston. 


We have mentioned from time to time certain 


American cases. Smythe vs Ames 169, U.S. 466; the Pipe Line 
Case 1942, 86 Lawyer's Edition 1069; the Hope Case 68 
Lawyer's Edition 602. The Hope Case before the Federal 


Power Commission is reported at 1944 P.U.R. p. 1 and it 


Shows that the Company claimed 2 rate base of 
$66,000,000; they claimed a reproduction of $97,000,000; 

they claimed a trended cost of $105,000,000 and at page 9 

of the Judgment it indicates the Company and the Commission 
Steff each submitted a report and Supllied testimony. Your 
Commission will note the reliance on "Commission Staff." 

The Company claimed a cost of $69,700,000. The Staff indicat- 
ed costs of $51,900,000. The books disclosed a cost of 
$52,700,000 and at page 10 of the report the following 


appears ‘and I quote: 
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"Hope's vouchers, books and records are adequate 
for examination, analysis and audit. Hope kept 
complete records of those expenditures throughout 
its existence so no estimates are required to obtain 
the actual cost." 

Page 44 of the report of the Federal Power Commission 
reads as follows: 
"For these reasons I believe that the rate base 
should here be the cost of property used and useful 
in furnishing service, less the actual depreciation 
and depletion reserves attributable to such property." 
Actually the rate base was fixed at $51,200,000 and not at 
the book cost. 

Much has been said as to what the American cases 
determined in the matter of rate base. Smythe vs Ames to 
which I referred established that rate base should be 
determined on reproduction costs. That was decided in 
1898. In 1942 the National Gas Pipe Line case that I 
cited opened the way for regulatory commissions to dis- 
regard cost of reproduction as an element of value, and to 
adopt original costs or prudent investment if they choose. 
This was a decision of the Supreme Court of the United 
States. The court said: 

"The Constitution does not bind rate-making bodies 

to the service of any single formula or combination 
of formulas. Once a fair hearing has been given, 
proper findings made and other statutory requirements 
satisfied, the Courts cannot intervene in the absence 
of a clear showing that the limits of due ‘process 
have been overstepped. If the Commission's order, as 
applied to the facts before it and viewed in its 


entirety, produces no arbitrary result, our inquiry 
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He is referring there to due process, to the 
amendments to the constitution, that no person * shall have 
his property taken away without due process of law. 

The language implies that the courts will no 
longer enquire into the methods of valuation used by a 
commission but will concern themselves only with results. 
The significance of the decision might not have been fully 
Sensed, because of the use of phrases Susceptible of 
Several meanings, had it not been for the interpretation 
of the decision by Justices Black, Douglas and Murphy in a 
concurring opinion. To them the decision started 'a new 
chapter in the regulation of utility rates', and I am 
quoting now from the decision: 

"AS we read the Opinion of the Court, the Commission 
1s now freed from the compul-ion of admitting evidence 
On reproduction costs or of giving any weight to that 
element of fair value. The Commission may now adopt, 
if it chooses, prudent investment as a rate base," 
The Hope Natural Gas case was also a decision of the 
Supreme Court of the United States and Trachsel in his book 
on Public Utility Regulation published in 1947 page 85 
Summarizes the effect of this case as follows: 
"In the Hope Natural Gas Company Case, decided 
January 3, 1944, the Supreme Court of the United 
States has freed the regulatory bodies from hampering 
court-made rules regarding the fixing of rates. So 
far as the Court is concerned, the regulatory 
bodies may adopt ‘prudent investment! as the rate 
base, and bring valuation under exact and continuous 
accolinting control. The exact valuation for 2 par- 
ticular utility under this plan consists of the 
original cost of the properties used in rendering 


the service, less their depreciation, plus working 
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capital..." 

It will be seen that in the United States they have 
departed from reproduction cost and that while they do 
give 2a great deal of consideration, as they should, to the 
books of the company yet that they do not consider the 
books as final in any sense of the word. What is used and 
useful and prudent investment are both elements which must 
be considered. In Canada some of our jurisdictions such 
as Nova Scotia determine by statute that the element of 
prudent investment must be applied and this is all for a 
very good reason. 

THE CHAIRMAN: In connection with what? 

MR MACPHERSON: In connection with the establish- 
ment of a rate base. 

THE CHAIRMAN: By whom? 

MR MACPHERSON: By the Public Utilities Board in 
that province. 

Then I give the reason: 


In Ex Parte 162 at page 723, 266 I.C.C. the 


Interstate Commerce Commission had this to say--- and 
they were talking of railways: 
"AS we said in St. Paul and Puget Sound Accounts, 29 
I.C.C. 508, 509 -- 
'all students of railroad zeconomics are well 
aware of the fact that, prior to 1907, when the 
Commission was given real power to control such 
matters, the accounts of carriers in many cases 
were influenced more by other considerations than 
by a desire to reflect the actual facts.! 
And in our annual report to Congress for 1908, we 
referred to -- 
'the well-known facts that no court, no commission, 


or accountant, or financial writer would for a 


moment consider that the present balance sheet 
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Statement Pburporting to give the "cost of 

property" Suggests, even in a remote degree, a 

reliable measure either of the money invested 

Or of present value.' 

Since adoption ang use of the prescribed uniform 
system of accounts the force of these criticisms has 
been lessened, particularly as to property acquired 
or constructed after 1907, but as to the older 
portions of the railroad properties, the criticism 
remains valid to a considerable degree." 

In the Transportation Act, 1920, Congress, in 

Section 15a, undertook to set up an elaborate Scheme of 
rate making, the keys to which were (1) a rate base of 
"aggregate value of railway property" used for transporta- 
tion service, and (2) a "Pair return" to be determined and 
published by the Commission in terms of a percentage of the 
aggregate property value as determined by the Commission. 
The return was to be in terms of net railway operating 
income, and an initial temporary determination was made by 
Congress of what would be a fair percentage, 53%, with an 


authorization to the Commission to add an additional } of 


1%. 

That is not the law now, however, my lord. 

In 1933 this elaborate Statutory scheme was 
repealed, and the entire rule of rate making is now contained 
in the following Section 15a of the Irterstate Commerce Act: 

"(1) When used in this section, the term "rates" means 
rates, fares, and charges, and all classifications, 
regulations, and practices relating thereto. 

(2) In the exercise of its power to prescribe just and 
reasonable rates the Commission shall give due consider- 
ation, among other factors, to the effect of rates on 


the movement of traffic by the carrier or carriers for 
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which the rates are prescribed; to the need, in the 

public interest, of adequate and efficient railway 

transportation Service at the lowest cost consistent 

with the furnishing of such Service; and to the need 

of revenues sufficient to enable the carriers, under 

honest, Economical, and efficient menagement to 

provide such service. Feb. 4, 1887, c. 104, Part I 15a, 

as added Feb. -28, 1920, c. 91, 422, 41 Stat. 488 ana 

amended June 16, 1933, oc. 91, Title II, 205, 48 stat. 
e20; Sept. 18, 1940, «, (ee, Title I, 10 (e), 54 Stat. gle. 

The important new element added by the 1933 
Statute is the phrase "at the lowest cost consistent with 
the furnishing of such service." This was a wholly new 
criterion for rate making. , as will be explained below, 
and is particularly Significant in view of the fact that 
the two cornerstones of the old rule of rate making -- 
namely, present fair value, and a percentage rate of return 
calculated against that value -- were eliminated by repeal 
from the statutory scheme. 

Where the only statutory rule of rate making is 
that rates shall be "just and reasonable" -- with full 
latitude to the regulatory commission to decide what rate 
of return would be Just and reasonable, as «was the situa- 
tion in the natural gas field when the H@ye case was decided, 
and as was the situation in the railroad field until 
recently -- the regulatory body has considerable latitude 
in fixing a rate of return. In other words, in public 
utility rate making, there is usually a spread or zone of 
reasonableness within which a commission may operate. 

Now whsat are we to do about rate base in Canada 
insofar as railw eys are concerned? 

THE CHZAIRMAN: Pardon me a moment. In that last 


paragraph you samy, "Where the only statutory rule of rate 
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making is that rates shall be "just and reasonable!" -- 
that is our rule. 

MR MACPHERSON: Yes; and of course--- 

THE CHAIRMAN: And you say that rule is to be 
Superseded now, do you, by this other statute 

MR MAC PHERSON: Well, I am referring there to 
the American--- 

THE CHAIRMAN: Is that what you are saying, in 
effect, that the new rule is that service must be furnished 
at the lowest cost consistent with the furnishing of such 
service? 

MR MACPHERSON: I say that, my lord, to--- 

THE CHAIRMAN: Does that take the place of "Just 
and reasonable"? 

MR MACPHERSON: "Just and reasonable" is in that 
Section too, my lord. 

THE CHAIRMAN: Both? 

MR MACPHERSON: They are both in that section. 

Now what are we to do about rate base in Canada 
insofar as railways are concerned? 

THE CHAIRMAN: You seem to point out that in some 
cases it is not that way. You say, "Where the only 
statutory rule of rate making is that rates shall be ‘just 
and reasonable'" -- that is, as in our Railway Act; is 
that so? 

MR MACPHERSON: That is right, my lord. 

THE CHAIRMAN: : "With full latitude to the 
regulatory commission to decide what rate of return 
would be just and reasonable, as was the situation in 
the natural gas field when the Hope case was 
efor | ta.) aii 

That would not be the situation today if the Hope case had 


to be decided again. 
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MR MAC PHERSON: Well, the Hope case was not 2 
railway case; that was a natural gas case; that was 2 
public utility case, 

THE CHAIRMAN: Yes. The new provision, the new 
System, applies only to railways. 

MR MACPHERSON: That igs right, my lord. 

THE CHAIRMAN: You Say, then, as the law was when 
the Hope case was decided, the regulatory body has -- had 
then, in the case of railways too, I Suppose. 

MR MACPHERSON: Yes. 

THE CHAIRMAN; -- considerable latitude in fixing 
@ rate of return. That is gone now. 

MR MACPHERSON: That is gone. 

THE CHAIRMAN: That is gone so far ag--- 

MR MAC PHERSON: Well, so far as the United States 
is concerned, it is limited to the lowest cost consistent 
with the furnishing of such Services. 

THE CHAIRMAN: Just and reasonable, but at the 
lowest cost consistent with the furnishing of such services; 
is that what you Say. 

MR MACPHERSON: That is PLBht, 

THE CHAIRMAN: Is that the formula now? 

MR MAC PHERSON: That, and the need of revenue 
sufficient to enable the carriers under honest, economical 
and efficient management to provide such service. But the 
new concept which is involved is that that I have quoted 
and emphasized -- at the lowest cost consistent with the 
furnishing of such service. 

THE CHAIRMAN: I think there is a blending there -- 
the lowest cost anqi the need of revenue. 

MR MACPHESRSON: Yes, there is a blending, my lord, 
but what I am emphensizing is that there is that new concept 


in section 152 as goassed in 1933, at the lowest cost consist- 
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ent with the furnishing of such Service; that is now a 
factor which is emphasized in the sense that it was not 
before. 

Theoretically I acknowledge frankly that it 
Seems the reasonable, the proper, the scientific way to 
proceed in fixing rates. But are we equipped in C nada 
at the moment to establish a rate base for the railways 
We return to this issue that it rests with the Board of 
Transport and no fixing of rate base should be adopted by 
the Board until first it is properly equipped with 
technical help and then after the personnel has had the 
Opportunity of long careful and exact study as to what 
this responsibility means. Theoretically yes, freight 
rates should be fixed as a result of an established rate 
base and an established rate of return. Practically no. 
Why we have not yet in Canada a uniform accounting system 
which the railways employ and which is essential before 
the Board of Transport and its experts can properly 
assess the situation. 

THE CHAIRMAN: Is that the only thing standing in 
the way of adopting a rate base 

MR MACPHERSON: No, that is not the only thing, 
my lord. 

THE CHAIRMAN: You say theoretically it would be 
the right thing. 

MR MACPHERSON: Theoretically I say yes. 

THE CHAIRMAN: You say practically no. 

MR MACPHERSON: Well, practically no. That is 


one of the reasons. 


THE CHAIRMAN: What about that word "why"? You 
"W 


Say, "Why we have not 


MR MACPHERSON: We do not need the “why” in there 


at all. That can come out. 
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THE CHAIRMAN: The word "why" should come out; 
I see. I thought it meant, why? 


MR MACPHERSON: TI am just indicating that is one 
of the--- ’ 

THE CHAIRMAN: "We have not yet in Canada a 
uniform accounting system which the railways employ 
and which is essential before the Board of Transport 
and its experts can Properly assess the situation." 

Now, do I understand from that that if and when the Board 
is equipped with the proper experts and so on » it would 
be designed then to set up--- 

MR MAC PHERSON: Well, that is another angle. 

I do not want to take too long on rate base, and Mr. Smith 
of Nova Scotia and myself--- 

THE CHAIRMAN: Tt is very important. 

MR MAC PHERSON: ves, 1. sknow: Well, we have 
divided, and we have discussed--- 

THE CHAIRMAN: You seem t>2 be conceding the 
advisability of it. 

MR MACPHERSON: TI am conceding theoretically the 
advisability of it. TI am pointing out some of the situa- 
tions that apply that make it most difficult to apply--- 

THE CHAIRMAN: The result is that we have not in 
Canada a uniform accounting system. 

MR MACPHERSON: That is right. 

THE CHAIRMAN: But in your argument you say, set 
one up. 

MR MAC PHERSON: No -- oh, yes, I do. 

THE CHAIRMAN: Then when you have done that you 
have taken one Step toward the possibility of having this 
rule of the rate base adopted. 


MR PACPHERSON: That is right. 
THE CHAIRMAN: And then you say, ".. . which the 
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railways employ and which is essential before the Board 
of Transport and its experts can properly assess the 
Situation." 

MR MACPHERSON: Yes. That is, if this uniform 
accounting system is brought into being, then the--- 

THE CHAIRMAN: And proper experts appointed. 

MR MACPHERSON: And if the Board then is equipped 
as we feel it should be, then they can Study the situation 
on the basis of the uniform accounting and be in 2 better 
position to assess it. I am not saying that some day we 
may not have a rate base, I was just going to add that 
Mr. Smith of Nova Scotia ig going to deal also with this 
Subject, and in order to Save time he is going to deal 
with it particularly from the angle of the difference be- 
tween railways as a public utility and other types of 
public utility. While it might be quite reasonable -- and 
I won't expand or transgress on his field there -- more 
reasonable to have a rate base with other utilities, it is 
more difficult with a railway, and particularly a railway 
Such as we have in Canada. 

COMMISSIONER ANGUS: Mr. MacPherson, throughout 
this paragraph you use "railways" in the plural; is the 
practical problem concerned with one railway, or do you 
think that a ratte base must wait until it can be applied 
to both the raLlways? 

MR M.ACPHERSON: Oh, I think you would have to 
deal with the railways. I mean, we have--- 

THE, CHAIRMAN: Have you said anything yet about 
yardstick? 

MR MACPHERSON: No, I have not said anything 
about that yeet, but, as to that, the question of recapital- 
ization, wha't is going to happen to the C-nadian National, 


will all com.e into the picture. I have used the term 
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"railways" here rather than the Singular, keeping in mind 
that before the Commission at the moment there are sub- 
missions in connection with recapitalization of the 
Canadien National as well, and the effort that is being 
made to produce comparability. 

THE CHAIRMAN: But there must be only one set of 
rates. 


MR MAC PHERSON: Only one ‘set of rates. 


(Page 21656 follows) 
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THE CHAIRMAN: Then are you also of the opinion 
that the Canadian Pacific must continue of necessity and 
carry on as a private enterprise? 

MR. MacPHERSON: We are not urging at all that 
the Canadian Pacific shoulda cease to exist. 

THE CHAIRMAN: What do you want done with it? 
It is too big a question -- 

MR, MacPHERSON: Again I do not want to trans- 
gress on the argument of Mr, Cronkite, We are trying to 
divide the work, and if I get off on that it will pro- 
bably take some time, What we suggest here is whether 
or not there should be a rate base at all, or whether 
one can work it for the railways, theoretically I think 
it seems the neat ana tidy way to deal with it, but I 


do not see how you can degl with it -- 


THE CHAIRMAN: You are arguing here that 
theoretically that is the ideal, and that with 9 uniform 
accounting system and a board equipped with proper experts 
it might be possible to bring that around. 

MR. MacPHERSON: It might be. 

COMMISSIONER ANGUS: Uniformity of accounting 
seems to contemplate both railways being dealt with, 

MR. MacPHERSON: It does, 

COMMISSIONER ANGUS: I wondered if the prin- 
ciples you have advanced about valuation were to be 
assumed as applicable to both railways, 

MR. MacPHERSON:; Yes, I think you would have 
to consider valuation. 

The Interstate Commerce Commission decision 
in Ex Parte 162 which I cited above and from which I 
read is ample authority in this regard. That is, that 
you cannot accept 49-49, We do not accept it for the 
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Simple reason that it merely reflects the books of the 
company. For the further reason that on its very face 
it indicates that the railway wishes a return on donations 
and grants to the extent of $78 million on which we urge 
that there should be no return and further they seek a 
return on the proceeds of land sales which is an unknown 
quantity. we only know that in their non-railway enter 
prises they set up as a land surplus account the sum of 
$98 million, There are other items such as the adequacy 
of depreciation reserves and the capitalized dividends 

of $19.5 millions paid out of guaranteed dividend 

fund and included in the investment total (See pages 
17136-7 and 17164-5 ana generally my cross-examination 

of Mr, Liddy in Vols. 89 ana 90). 

THE CHAIRMAN: Will you permit me to interrupt 
again? What are the donations ana grants to which you 
refer? 

MR. MacFHERSON;: The particulars of the donations 
and grants are that there was $25 million which was 
donated by the Government of Canada in the first instance, 

THE CHAIRMAN: That the railway received. 

MR. MacPHERSON: Yes, There was $35 million 
in road and equipment that they took over, and there were 
cash grants from the various provinces. 

THE CHAIRMAN: They put all those things in as 
part of their investment? 

MR. MacPHERSON: They put them in as a part of 
their investment. The Commission may remember, for 
instance, the British Columbia Public Utilities case 
was referred to, and the Public Utility Commission there 
held they could go into the investment but there should 
not be any return on it. 


COMMISSIONER ANGUS: In view of historic 
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questions of that character, do you think that a rate 
base would be better fixed by the Board of Transport 
Commissioners going into it or by a direct bargain 
between the Canadian Pacific and the Government as to 
what should be its rate base as at a certain date? 

MR. MacPHERSON: That is possible, I think 
there would be a great debate and great discussion over 
what should be in the rate base, 

THE CHAIRMAN: You Say in the next paragraph 
there should not be any legislation, that it should be 
left to the Board, 

MR. MacPHERSON; Yes; that is at the present 
time, 

On the question, therefore, of rate base we 
Say to this Commission that not by any amendment to the 
Railway Act should a rate base be provided. The 
question of rate base should be left with the regulatory 
Board. There should be .no- more responsible agency 
in Canada. The very strength of that agency; the very 
independence of that agency; the very ability of that 
agency should justify confidence in it and in our rate 
Structure on the part of all who are concerned and that 
includes the carriers, the users and the general public 
of Canada, 

It must be remembered that while we submit that 
theoretically rate base is proper -- 

THE CHAIRMAN: Then you have no amendment of 
any sort to suggest about this? 

MR. MacPHERSON; No, my lord, 

It must be remembered that while we submit 
that theoretically rate base is proper we must consider 
in the matter of rate base for our railways not only 
the need the country has for railways and the dependence 


our country has on them but as well the far-flung nature 
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of our country and the degree to which geographic and 
economic disability enter into the question of even 
establishing a rate base, We have the Maritimes with 
their economy: Central Canada with its favoured economy ; 
the Prairies with their economy different a and 
British Columbia with its peculiar Situation, Frankly, 
however theorctically reasonable the adoption of a rate 
base for railways may bo and I acknowledge it, I do 

not think it can be lightly adopted in Canada having 


regard to the accident of geography, and at any time. 


Appeals 

I want to emphasize that the Province of 
Saskatchewan feels that on questions of law, as now, 
appeals should be taken to the Supreme Court, Like- 
wise, appeals on other issues should be taken, as now, 
to the Governor in Council, We oppose most vigorously 
any Suggested change in this regard, Matters of trans- 
portation are so vitally concerned with broadest economic 
considerations that it must be the responsibility of 
the senior Government always to remain the appellate 
tribunal. The Governor in Council ultimately must 
make decisions in this regard, and we would oppose 
as strenuously as we can any suggestion of amendment 
to the existing methods of appeal, 

THE CHAIRMAN: Section 52 which gives power 
to the Government does not seem to set any principles 
for the guidance of the Government, They can do any- 
thing they like, 

MR. MacPHERSON: Yes, that is right. 

THE CHAIRMAN: It does not seem to set any 
principles to guide the government. It says that the 
Government may of its own motion and so on vary and 


rescind any order, Have they taken any attitude in 


: -_ 


aa mie any 
y inf poh ae =e : 
Cae 
aad Aw he 


ey -. 


A ay 


ie vitae Dine Hales 
saci The nei seoup ate othtt whe coats 
. cule @ daa pee sere av art ow seat one of dit A 
a : please Borcowet atk date satsextad sortie ‘- . fe 
| Sue cilege AAOVEVIRE proasow swede CAH stint 9 ot 
elas 2. MOL Paw ge te RLSo0K ant aah sishuite? nea 
adits @ 26 notdqose eft sda per. etkaniesoenat severe 
op T owh gothoansett te ¥ ety ne vant aitnetition aot ouee 
gittvet eferte) at Rugs elie od dues it aati tant 


~~) £7 


Snr? tie te Boe eieneiosg Te Seems eat of genre | 


Ke 
+ 
a 
] =a - ad : 
i | Ys sumioes: ate sect coteaties oF aw T a) 
. wetioe well to easEtenny ao Tait fisot scstanvamnes 
6 te! omeaque’ arty ov apele oat eon efeeqae | 


7 Kw he —sehsy sd’ Sisode deere vente ad, plastgs: nad . 
, aioe sveu emo 4¥" « teem at ebrhs seb: wy ae 4 : 
iets to erovive! . .fmeart eine ab spaedo Gevdeygue ae 
tvonoss teeteart: dike Sead Zsyons. GIMEHEY Obs ie toxvseincg | 
git : Nis gel firey eae ht ae Pease a) tens sushi giarionientsy - 

_ sto tiieras: ott! Mt ewes. oy éeovte ssn peands ont 
| “ jee whotentydi Lite aad: ct ion ‘Bou at pee a 
< sabrnyo: Gli ey! dae ebage't Be es fyid Burs pstieaioat! aaa 
a teomatomy te: cicrtbe wae gore fees ov a peetsimes a. 


a iieeage Yo apodven gripe tye sty! oF 


~— » 

, § ee Fs ue mn ae Ee r i i agp ; 
MPS US y: Shyer fey ft G2; ae S308. SRAMAT AHO . ST: L , 
s 4 
fedigakantna: vite’ See Ovi cee: doa ‘ge nk 5 doe 

jw ob ak yea! | diy 

7 

4! 


dita Gk antl! atl! So, 
rect & $387.04 mee? ses sob st Bae AEARY | e . a 
eth gaat elgee! oT TREN edd 6 


y Pieoee 


dub: yAew ay! os Katy: anges! ane ee 


he 
abies: ey antiant gett aH is 
rs 7, a > pe) BE ASE spehan 


ty 


- 21660 - Mr, MacPherson 


applications before them as to what principles they 
Ought to follow? Have they shown, for instance, in 
varying, rescinding or confirming, that they take 
economic considerations into the question? 

MR. MacPHERSON: I think I could say yes to 
that. Of course the latest reference was the one that 
was referred to yesterday, P.C. 4678, I think that 
they did take nto consideration -~ I will check that. 

THE CHAIRMAN: It is a question of whether 
they consider themselves working within the Act and 
Simply doing what the Board ought to have done, that is, 
fix and maintain just and reasonable rates and so on 
on the same principles as the Board, or do they just 
cut loose from all that ana Bay that while these rates 
may otherwise be justified we are going to change them 
for reasons of our own beyond the Act, economic reasons, 
political reasons of any kind, I should like to know 
what they do, 

MR. MacPHERSON: I shall look into the last one 
particularly and speak to that later. 

THE CHAIRMAN: Because you see on the one hand 
we are asked to recommend that this appeal to the 
Governor in Council be abolished, and on the other hand 
we are asked that it be maintained, It would be helpful 
to us to know how it is being used, 

MR. MacPHERSON: I shall check that particularly, 
fhe Freight Rate Structure 

Saskatchewan's approach to changes in the 
freight rate structure as such are dealt with in Part III 
of Exhibit 128 from pages 75 to 93 and I respectfully 
commend to the Commission a careful perusal of that 
evidence. In introducing Part III of our Brief the 


position was taken that: and I quote from page 75 of 
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that Submission; 

"It is the submission of the Government 
of Saskatchewan that the handicap under which 
the people of the Province suffer in relation 
to heavy transportation charges has largely 
resulted from national policies which, while 
perhaps supportable from the Standpoint of the 
nation, have involved a heavy price being paid 
by this region as a part of that nation. It 
is likewise the submission of the Government of 
Saskatchewan that the pattern of railway develop- 
ment has been a part of national policy and that 
these railways should be considered as instru- 
ments of national policy in removing the dis- 
advantages under which the people of this Province 
suffer," 

THE CHAIRMAN: Pardon me a moment. As to 
the question of national policies, do they refer entirely 
to the construction of railways, the direction of their 
construction or do they bring in other things such as 
the customs tariff? 

MR. MacPHERSON: The customs tariff as well, 

Historically, it is pointed out in Part III 6f 
Exhibit 128 that equitable treatment in the matter of 
freight rates, in so far as this can be achieved 
having regard to conditions obtaining in the various 
regions of Canada, has been the declared objective 
both of successive governments of Canada and of the 
Board of Transport Commissioners, While equality has 
for many years been the declared policy it is never- 
theless a fact that in a country as widespread as 
Canada, with its varying regional conditions, natural 


and economic, identical treatment may well be 
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impossible to achieve and, without the most exhaustive 
study of the actual impact of the many suggestions 

that have been made, the degree of equality desirable 
in individual rates is difficult to assess, The 
ultimate effect on the rates that actually move traffic 
is, after all, the test which in practice determines 
the benefit or otherwise of applying any principle 
which may be enunciated, 

The Canadian freight rate structure has 
frequently been described as a "patchwork." But at 
page 79 of our Exhibit 128, it is readily acknowledged, 
". . . that an apparent patchwork may be the necessary 
result of actual experience in the competitive 
commercial world," It is undoubtedly true that the 
conditions which have brought this situation into being 
will continue in future and in Substantial measure rates 
which actually move the traffic will continue to assume 
the character of a patchwork, The principles which 
will in future govern freight rates in Canada should be 
directed to ensuring adequate control of what must al- 
ways be a complex problem, 

The assumption is now made explicitly that 
before this Royal Commission we are dealing with broad 
principles, and that in due course before the regula- 
tory tribunal an ample Opportunity will arise to 
appraise in specific detail the impact of the 
implementation of proposals which may be recommended, 
and if necessary make further representations. 

THE CHAIRMAN: Will you just pause a minute 
there. When you say "the assumption is now made" 
do you mean you are making the assumption? 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: It is your assumption? 
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MR. MacPHERSON: My assumption, 

THE CHAIRMAN: "The assumption is now made 
explicitly that before this Royal Commission 
we are dealing with broad principles, and 
that in due course before the regulatory tri- 
bunal an ample opportunity will arise to 
appraise in specific detail the impact of the 
implementation of proposals whichmay be 
recommended, and if necessary make further 
representations," 

I bring you back again to the importance of legislation. 

MR. MacPHERSON: There are some more amendments, 

THE CHAIRMAN: Because we take it any 
principles should be made applicable by the Board, and 
our directions are to suggest amendments to the Act. 

MR. MacPHWRSON: There are some more amondments 
to which I will be referring, Generally though I come 
to this, and perhaps our concept is a bit different 
from Manitoba's, as presented yesterday, in this regard, 
Manitoba wishes to have more amendments and to put 
into the Act that which may be the law today, simply 
to put the law as declared or as accepted into the Act 
a8 an amendment. On the other hand, so far as we are 
concerned we regard a strong Board as the central 
organization, and we feel that the powers generally 
as given now are powers that are wide enough, There 
are some amendments I will be referring to later, 
however, 

This position is consistent with the state- 
ment at page 79 of the Saskatchewan Submission, Exhibit 
128, which reads as follows: 

"In this section no attempt will be made to 


enter into an exhaustive discussion of freight 
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rates as such, Rather, an attempt will be 
made to indicate objectives and submit some 
Suggestions as to how, in the interest of 
the Province and of the nation, those 
objectives may be reached with the greatest 
measure of equity to all." 

It will be noted that the Submission of 
Saskatchewan gave first and major prominence to the broad 
economic and geographic approach to the problem before 
your Commission, The importance which we attach to 
those factors and the impossibility of adequately cor- 
recting them by changes in the rate structure as such 
led us to suggest that, 

"In the opinion of this Province, relatively 
little can be achieved through modifications of the 
rate structure as such," 

We desire, however, to be of assistance to 
the Commission in expressing some views on various 
matters which have arisen pertaining to the rate 


structure, 


(Page 21668 follows) 
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Equalization 


I had better read that, although it is 
taken from our submission, 

Equalization is dealt with in Exhibit 128 at 

Page 79 and following, and I would like to quote these 
passages, 

"It will readily be conceded that the 
word equality represents a concept of exper- 
lence rather than of strict logic in the matter 
of rate making, To carry a ton of diamonds 
for the same total as a ton of coal might 
seem quite equitable when viewed super- 
ficially but it Simply would not work in a 
practical world of commerce. Hence the con- 
cept of classes has been introduced into all 
rate structures, When classes have been 
introduced to the reasonable Satisfaction of 
all, other complicating factors arise such as 
regional costs and competing agencies. As 
a result the whole business of freight rates 
becomes complicated indeed and it will readily 
be admitted that an apparent patchwork may 
be the necessary result of actual experience 
in the competitive commercial world. 

"It has, nevertheless, long been the 
contention in the western region that as between 
East and West there has not been an equality 
in the matter of railway freight rates. 

More specifically it has been alleged that 
rates are higher in the West than in the East 
and that there is no reasonable ground on 
which this differential can be justified, 
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national policies on the basis of which special 
relief for the Province of Saskatchewan 
will be asked, 

"The Canadian freight rate structure 
embodies different Scales of standard rates 
Serving as maxima in different regions of the 
country, These differences are also reflected 
in various class rate Scales, The relation- 
Ship between these rates in the various rate 
zones is not consistent, since inconsistencies 
appear both with reference to classes and to 
lengths of haul, The reasons underlying 
this situation are not clear, An appraisal 
of the actual degree of inequality introduced 
in one region compared with another would 
require complete knowledge of the traffic 
moving on these rates, but that the relation- 
Ship is unfavourable to the West seems apparent 
from the pronouncements of the Board in the 
past. Departures from class rate scales are 
SO common, however, particularly due to the 
force of competition in the East, that 
equalization of class rates, although to be 
desired, would not bring about uniformity of 
effective rates, It would achieve uniformity 
of ceilings and place shippers and consignees 
moving traffic on these rates on an equality 
of treatment, As a principle, however, a 
uniform class rate structure has at least the 
virtue of simplicity to commend it." 

I will not take the time of Commission in 


reading the whole of that part of our Brief headed 
"Equa lization," It begins on page 79 and continues 
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to page 84 of our Brief, Exhibit 128, and I commend 
this to the attention of the Commission, 

While we Say that exact equalization would 
be desirable we quite realize how, in ea practical way, 


it may be impossible to achieve, 


Town Tariffs and Distributin Rates 
tri buting Rates 


We recognize that Town Tariffs as they 
are called and as they have existed in Schedule A 
Since 1907 constitute e part of the freight rate 
structure in Eastern Canada which will have to 
continue, After 1907 the Schedule A scale was 
extended to include Western Ontario territory. We 
appreciate the fact that the relevant rates in Western 
Canada are Distributing Class Rates, The same 
principles behind the Town Tariffs were employed but 
there is a distinction which has existed between the 
two forms of rates and which is to the disadvantage 
of Western Canada, This distinction we Suggest 
Should be removed. That is to Say, as it is possible 
to apply the same rate between points in Eastern Canada 
under the Town Tariff idea, so it should be possible 
in Western Canada to apply rates between points and 
not from one point, 

THE CHAIRMAN: Is this question still a con- 
tentious one? 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: Between the provinces and the 
railways? 

MR. MacPHERSON: Between the provinces and the 
railways; yes, my lord, 

This has been a matter of complaint in 
Western Canada for a long time and one that should be 


corrected without delay and one that is easy of 
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correction by the railways in the interests of 


uniformity, 


Classification 

The infinite variety of commodities that may 
be transported by rail are divided in ten groups or 
classes, In the very nature of things in the freight 
rates Structure, there has developed side by side with 
these class rates, or classification rates, another 
type of rate known as the commodity rate, It is our 
Suggestion and our recommendation that the number of 


classes or Classifications be extended and that a number 


of rates now known as commodity rates be recognized 

as class or Classification rates, In this way, 

down through the standard mileage class rates, the 
distributing class rates and the special class rates, 
there would be recognized an enlarged number of classes 
and this again is something that does not require 
amendment to the Act and which requires action by the 


Board, 


Competitive Rates 

In Eastern Canada from the earliest days 
water transportation exerted competitive pressure on rail 
rates and consequently the necessity arose for the early 
institution of water competitive rates, In the last 


twenty or twenty-five years, new forms of competition 


entered the picture in trucks and buses, Generally 
Speaking, no ‘ effort was made to compete in 
passenger service with the buses. The railways took 


their loss on passenger traffic; it became an accepted 
principle of railroading that passenger losses were 


inevitable, and must be recouped from freight. In 
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freight movements, however, the railways sought 

to meet the Situation, and in the thirties there 

was a wholesale Cutting and slashing of rates in 

order to hold the traffic, and that Slashing and 

cutting of rates took place chiefly in Central Canada, 

where truck competition was keenest and where the 

highways were the best. Pickup and delivery privi- 

leges were extended in an effort to hold the traffic 

from the trucks, Express rates were also cut to 

the point where in Central Canada in many instances 

they were less than l.c.l. freight charges, 
competitive rates were low to start 

with and while they bore the 21 per cent increase, and 

while in many instances they also bore the impact 

of a further 15 per cent increase, they have yet to 

bear the impact of either the 8 per cent interim 

increase or the 16 per cent final increase, 

The position of this Province with respect 
to competitive rates is Clearly + * set out in our 
Submission, Exhibit 128, at pages 84 to 88 inclusive 
and further comments appear on pages 89 and 90, and 
I would ask the Commission to review those pages, 

We do not suggest, we have never Suggested, 
that competitive rates can be abolished, but we do 
Suggest that competitive rates must be more rigidly 
controlled and that the continuance of each competitive 
rate must be the subject of investigation by the 
Board. We are consequently Suggesting the following 
amendments as a new Section 332 of the Railway Act. 

By it we are suggesting a competitive rate, 
when the rate is filed, that it be in force -- 

THE CHAIRMAN: Had you not better read your 


amendment, Mr, MacPherson, because that is important. 
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MR. MacPHERSON: Yes. It is as follows: 

PUL) Competitive tariffs shall be filed by the 
Company with the Board and every such 
tariff shall Specify the date of the issue 
thereof and the date on which it is intended 
to take effect ana the Board shall, immediately 
upon filing, investigate to determine if 
Such tariff is a proper tariff, and if it 
So finds the tariff shell be continued, 
Otherwise such competitive tariff shall expire 


thirty days from the date of issue thereof, 


THE CHAIRMAN: They would go back and apply 
the competitive rates now in force? 

MR. MacPHERSON: That is in the second part 
which reads: 

ae, The Board shall review all competitive 
tariffs now in force to determine whether 

or not all such tariffs are proper tariffs 

within the meaning of this Act and such 

review shall be completed by the first day 

of January, 1952, Any tariff found not 

to be proper tariffs shall be forthwith 

cancellea," 

THE CHAIRMAN: 1952? 

MR. MacPHERSON: Yes, That is, there shall 
be a review of all tariffs. 

THE CHAIRMAN: Yes, But immediately, as soon 
as your amendment becomes effective, the railways no 
longer use the competitive rates until they have first 
been approved by the Board, 

Mr, MecPHERSON: They could file the rate, but 


the rate is only subsisting after thirty days after it 
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was examined by the Board; yes, my lord, 

In doing this, we quite realize that under 
Section 34 the Board of Transport Commissioners has 
power now to pass regulations which would enable it 
to do what we Suggest must be done, 

THE CHAIRMAN: This is one case where you are 
not prepared to control the Board -- 

Mr. MacPHERSON: Yes; we depart here, 

THE CHAIRMAN: —. and make it compulsory? 

MR. MacPHERSON: That is right. 

The Board has not seen fit to do this, and 
that being so we feel that provision must be made in 
the statute and further that there be a review within 
&@ reasonable time of all existing competitive rates, 

THE CHAIRMAN: Would you pardon me a moment? 
Your amendment would tell the Board to investigate and 


determine if such tariff is a proper tariff. 


MR. MacPHERSON: Within the meaning of the Act, 


THE CHAIRMAN: Just and reasonable? 

MR. MacPHERSON: Just and reasonable; yes, my 
lord. 

THE CHAIRMAN: How far would they go? Would 
they take into consideration whether it is compensatory 
Or not, whether it has a tendency to increase or to 
keep up freight rates in other parts of the country 
where there is no competition? Would they consider 
all that? 

MR, MacPHERSON: I would think so, 

THE CHAIRMAN; Do you think your amendment 
provides for that? You just say, "investigate to 
determine if such tariff is a proper tarirr," 

MR, MacPHERSON: I think so, 

THE CHAIRMAN: You think that is enough? 
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MR. MacPHERSON: [I think so, my lord. 

THE CHAIRMAN: That is very loose wording to 
use in legislation, "a proper tariff". 

MR. MacPHERSON: TI know it is. 

THE CHAIRMAN: Just as soon as you start to 
legislate in thet way, you must have some interpretation 
of the word "proper", 

MR, MacPHERSON: I realize that. 

THE CHAIRMAN: What woulda you say? 

MR. MacPHERSON: When you try to expand it, 
you come back, first of all, to what are just and 
reasonable rates, 

THE CHAIRMAN: If it only means that, that is 
S44 Tint, 

MR. MacPHERSON: It is whet is just and 
reasonable, 

THE CHAIRMAN; Yes; the objection we have 
heard so far to these competitive rates is that they 
have an unjust bearing --~ an indirect one, perhaps -- 
On shippers in localities where competition does 
not exist and the rates do not apply. That is the 
Pa6t, is £0 not? 

MR. MacPHERSON: That is right, my lord, 

THE CHAIRMAN: Do you think you are covering 
all those considerations by saying, "to determine if 
Such tariff is a proper tariff"? 

MR. MacPHERSON: I thought I had because of 
my conception of what the duty and the powers of the 
Board were, But I can see the force of what your 
lordship has said, 

THE CHAIRMAN: If you had said, "investigate 
to determine if in the public interest such teriff 


Should be allowed to become effective", then you woulda 
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have Something more nearly in line with what you have 
in mind, 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: But Simply to say whether it is 
"a proper tarire" is somewhat loose, 

MR. MacPHERSON: I had probably better redraft 
tbs 

THE CHAIRMAN: [I think you had better look at it 
again, 

MR. MacPHERSON: I want to refer to Something 
which Mr, Evans called my attention to this morning and 
I forgot to mention it the very first thing. That is 
with regard to a reference I made -- what page was that, 
Mr, Evans? 

MR. EVANS: On page 20, 

MR. MacPHWRSON: On page 20, my lord, I haa 
referred to the increase, where I was referring to Mr, 


Northey Jones' evidence and to an increase of 74,04 per 


cent, 

THE CHAIRMAN: Let us get that, 

MR. MacPHERSON: It is at page 20, 

THE CHAIRMAN; Yes, The particular portion 
reads: 


"Existing levels were 40.36 per cent above 
the rates in March 1948, which would mean that 
the rates would be 74,04 per cent higher than 
they were in March 1948, if Mr, Northey Jones 
proposal was accepted," 

Thet is, by using those figures that he gave here? 
MR. MacPHERSON: Yes, The complaint was as to 

one word that was used there, Mr. Evan's complaint 

was the one word that was used there would result in 


the freight rate being 24 per cent higher than existing’ 
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levels"after"being raised by the pending 4 per cent 
the "after" 

increase, and that/should be "before", I think that 
is correct. 

THE CHAIRMAN: Instead of "after"? 

MR.MacPHERSON: Yes, instead of "after", 

THE CHAIRMAN: Would be: 24 per cent higher 
than before being raised? 

MR. MacPHERSON: That is right. I think that 


is correct, 


THE CHAIRMAN: We shall adjourn now. 


---The Commission adjourned at 1.00 p.m. to meet again 


at 2.45 p.m, 
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Ottawa, Ontario, 


Thursday, May 4, 1950. 
AFTERNOON SESSION 


THE CHAIRMAN: J[ believe we were to hear from 
you, Mr. Cronkite. 


MAS ee O'. CRONKITE, K.C.: Mr. Chairman and 


members of the Commission: 
INTRODUCTION 
In continuing the argument for the Province of 


Seskatchewan, I wish first to make a brief statement 
regarding the fundamental position taken by the province. 
This may involve a repetition of some things said by Mr. 
MacPherson. In so far as there is a repetition it will 
emphasize just how Seriously we regard this part of the 
argument. To the Government of Saskatchewan, the position 
of the railways as a part of national policy in the past, 
and as an instrument of national policy in the future, is 
very fundamental. 

By its terms of reference this Royal Commission is 
charged with the investigation of "the effect, if any, of 
economic, geographic or other disadvantages under which 
certain sections of Canada find themselves in relation to the 
various transportation services therein." In its various 
appearances before the Commission, the Government of Sask- 
atchewan has urged the supreme importance of a consideration 
of the National Policy in such an investigation. It is the 
Opinion of the Province that the disadvantages of the Prairie 
Provinces in relation to their transportation facilities can 
not be determined or appraised without reference to the 
historical framework of the National Policy within which the 
Canadian economy and its various parts have developed. It is 
the further opinion of the Province that ea consideration of 


the National Policy provides information on which to base 
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measures for the removal of the transportation dis- 
advantages of the Prairie region. 
The National Policy 

While the "National Policy" in Canada ordinarily 
refers to Macdonald's policy of protective tariffs, such 
usage must be attributed to historical accident. The 
National Policy which evolved in the quarter century after 
1850, and which eventually embraced protective tariffs as 


an important element, had as its central purpose the 


creation of a North American nation, a second trans- 
continental North American territory possessing unity and 
€conomic integration. The Plan was visionary, Its raw 
materials were most unpromising, comprising as they did a 
group of territories Scattered from coast to coast, with 
vastly differing degrees of political development and with 
little in common other than their association with the 
British crown, 

In none of its appearances before the Commission 
has the Province of Saskatchewan raised any question of the 
wisdom or otherwise of the National Policy. Nor does it do 
SO now. The Province at this point is only concerned to 
recapitulate the main outlines of that Policy and to impress 
upon the Commission once again the main implications of 
that Policy for the Prairie * 6conomy, 

Politically and economically the National Policy 
was primarily defensive. The basic choice for the British 
American territories a hundred years ago was between sur- 
Vival as British territories and absorption by the United 
States of America, The expansive vigour of that nation, 
that is the United States, was rationalized at that time 
as a manifest and providential destiny to absorb the 
remainder of the continent. In the words of an American 


editor, written in 1846, the American claim to Oregon and 
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ell of the rest of North America was based on "the right 
of the manifest destiny (of the United States) to over. 
Spread and to possess the whole of the continent which 
Providence has given us for the development of the great 
experiment of liberty ana federated self-government 
entrusted to us." (As cited in Weinberg, A. K., 
Manifest Destiny, p. 145), 

Individually, the British American territories 
could not avoid absorption, United, they might, on two 
conditions; first, that the union would foster the maximum 
economic development and integration of territories already 
partially developed; and Second, that new areas of economic 
development might be found and closely integrated with the 
Old. The British North America Act provided the political 
union, The Intercolonial and Pacific railways, and the 
protective tariff, offered the prospect of economic develop- 
ment and integration within the union. In order to further 
the purposes of political and economic defence, both the 
Intercolonial and the Pacific railways had to be built 
exclusively through Canadian territory, and the Pacific 
railway had to be built - not too distant from the 
international boundary. 

These facts, we respectfully submit, are of the 
utmost importance for an appraisal of the economic dis- 
advantages of the Prairie Provinces, Geographic location 
and narrow specialization of resources render the economy 
of the Prairie region peculiarly dependent on transportation 
facilities. The regional absence of an effective measure 
Of roed and water competition leaves the Prairie Provinces 
without adequate safeguard against an inequitable ellocation 
of the national burden of transportation costs. But netional 
transportation costs were originally and lastingly enhanced 


by the insistence that there should be a national transport- 
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ation system and a nationally integreted economy. 

The Province of Saskatchewan does not argue that, 
without the National Policy, Canadian railways and Canadian 
trade routes would, literally, run north and south, With 
or without the National Policy the Prairie Provinces would 
trade with the industrial regions of the East, with Europe 
and with the Pacific region, Nevertheless, it was Netional 
Policy which directed the location of the transcontinental 
railways to the north of the Great Lakes ana through a 
thousand miles of unproductive territory. It was National 
Policy which directed the first Canadian transcontinental 
railway across the Semi-arid prairie plains and through the 
difficult southern passes of the Rocky Mountains, 

Protective tariffs constitute another integral 
part of the National Policy with regional effects which show 
pronounced disparities. Canedian teriffs have denied to the 
residents of the Prairie Provinces the advantages of buying 
in the low-cost, mass-production industrial areas of the 
United States. Canadian tariffs have forced them to buy the 
more expensive Canadian manufactured goods and to pay the 
freigkt on what is in many cases a longer haul over Canadian 
railway lines from the Canadian sources of Supply, 

THE CHAIRMAN: That is no longer true of farm 
implements, is it? 

MR CRONKITE; Not within the last few years, 
Sir, It has been ameliorated, I am gled to say. 

As Producers, the people of the wheat economy 
have higher and more rigid costs of production as a result 
of tariffs. As consumers, they similarly have higher and 
more rigid costs of living. 

Canadian tariff policy has pursued the dual 


national purposes of fostering Canadian industry and of 
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creating traffic for Canadian railways. To the extent 

that these Purposes have been achieved the residents of 

the prairie Sconomy have borne a double portion of the 

cost involved, First, they have been denied access to many 
of the efficient mass-producing centres of American pro- 
duction for the Purchase of their requirements. Second, 
they have had to pay transportation charges on their pur. 
chases for the longer distances from Canadian production 
centres, 

Now I should like to turn, again as a foundation 
to the main argument which I shall advance, to the evolution 
of transportation, 

The Evolution of Transportation 

So much for history for the moment. National 
policy, as a part of the history of the past century, com- 
bined with the accident of geography, has placed the people 
of the prairie provinces under a very serious handicap in 
matters of transportation. This must be strongly urged on 
behalf of the Province of Saskatchewan, and it must also be 
urged that the evolution in transportation methods promises 
to put us under a greater handicap in the future, 

A brief examination of the present situation and 
of the probable future, gives room for prophecy that the 
future of railroading will not likely be a very happy one 
unless drastic action is taken; and that the difficulties 
facing the railways could operate by way of imposing 4 greatly 
enhanced burden on the Province of Saskatchewan, 

If we go back to the last century we find a situa- 
tion in which, apart from short hauls with horse-drawn 
vehicles, the only effective competition to the railways in 
the transportation field was by water, Railways had a virtual 
monopoly in the transportation of freight and passengers, 


During the present century, however, the transportation 


Osada a 


409 ROSS; palit po? s yceesui set uswasioncunted af 
cls ete Laewndadd Senstdioe: vied isk uaa ae 
“7 dt Ag. eka iedtiaoe wientod averted ‘dda tiong'® 
Nee ee Setash aesdvevad yoda 4 eee ppeetoin! <ti00 i 


a : 


[ied 


_ ONG, MpodenRA eo eanaqes sakiobonqeesed Sistortie ate by, 
,baoned |. ssaometdupes. aetotid “to Se eits tee’ sie ot hole 2 Sut 
nig, Aipads. ne, sogtedowot tesqoqedost fat of bed ‘ovit Yard 
mottos be td , at boste eO:awont: ements Schl tds “s0F gasbifo 
»  ebitneo 

Re [epayol. , es Alege, qamey- OP. ax tio yiwbite+ I WPAN ate 

isylove edt.et, <gomevheidiade: Teietbeietw! tah $4 oh Phi ‘She oe 

| | | abt isoddacks Fo 

rad BS ATNOgaE ep Fee eanasdubeuda-thn 


, , ira 
atehiell . aiwemom. ¢ag¢So) ressdetit 0% Heiia® 68 


\ AMID ATMO HE ( e9 Yo enotd hd ond Fo iggeg'o 8s’ ‘sti 
i , aqosq add aaoeld 8 ont _gikoensoog to sadt hoses és ‘ds Fy aay 
at qeothaat eposies RPE -e a db ese keery a By p glen 7G hey By 
$ stem ett? .gidztdftodenes > ‘suuytyiin 
) . sale tein wt ibaa .eanadioatoiese Lo sonneeri oft Ys ‘al antaes 
‘ auetaon d “edpinyeld git sexbadmmgerat? - hobietoy ‘ott ey ‘Sobhiy 


- pa eed aa eoecik. pestis gs ital A ry 
y oust odd ot qeotheed sapeciy | ACUMY ‘SL 304 SF 4 


2a%{ ett ‘to solsentmexs qoreg A 


rm om ¥ re~r s 
hoo moltayste. dae 


af it godt yoslgowd 19% moos eoviy (sees? etdatidtq sdt % . 


4} 
2 mo Yared yiey 8 gf yledil gon ALlw giity so4tiet, te eiusit 
soltiwosetth eft dort ‘Hrs ;pedsd ot ieideds otdeerh abo tit 


iM a | eo) esc 6 ao et oft oon pe Pe 

: ee ea 8 YALE s pe pee: 42 yew ye e737 esado a 68 qs 1S a4 ost ont ba st’ 7 
4 =| i tj * B we & 4 , 

? a ee eae eee ee ee oe Nee EO 

—LEPAO MEE mead. Yo. eo eivoes odd Ae oialié Keates 

F ) 


if 
la ¢ aUTRE. 4 . BAGS Sm Tees: t¢:ak ony oF eeialiban et 4% i 
amewh-cenad: debe abyad' trot moet iF Seay ae fous 


ok evens tot arity Of: setatreqw@an: sktaeYio’ veer cone dors 


nee - 
al . 


: ¥ B ; : as SF 
Leugegy. 2 bed semakkel .cetew gd esr aati aeogain he | 
eid cite | 


» SLE eRe ) DEB: Seegeth er rosie gchieactet 


mol setup geared: omts Tore seule tet te 


= ies 


~21687- Mr. Cronkite 


industry has been revolutionized by motor truck competition 
and more recently by the eirplane and oil pipe lines, 
Recognition of this increased competition has been implicit 
throughout the hearings before this Commission and within 
recent weeks Striking admissions of the altered position 
of the railways ag carriers of freight heve been made by 
witnesses for each of the two great railway systems in 
Canada, 

At page 18035-6, Volume 95, in Mr, Covert's 
examination of Professor McDougall, a witness for the 
Canadian Pacific Railway, the following passage appears; 

"MR COVERT: Q. At the very bottom of the page -- ana 
this is the last matter I want to deal with with you, 
Professer McDougall -- you say: 

'Comprehensive regulation was one thing when 

railways had a monopoly of land transports it 

loses much of its justification when railways are 

exposed to competition on all their high-grade 
traffic,' 
I just wanted to fina out if you are of the view that 
they are exposed to competition on all of their high- 
grade traffic? 
A. ‘All generalizations are false, including this one,! 
There must be some high-grade traffic on which they are 
not, but it is narrowing all the time." 

THE CHAIRMAN: You mean on which the railways are 
not exposed to competition? 

MR CRONKITE; Apparently, tying that up with the 
Previous part. That is, he said before, "exposed to compe- 
tition on all their high-grade traffic." In the secona 
Statement apparently he thinks there may be some places in 
which that does not occur, 


On behalf of the Canadian Nationel, Mr. Fair- 
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weather, a Vice-President of the System indicated at page 
20218, Volume.1o, thet truck competition had almost reached 
the stage of a disease when he referred to the "canker of 
highway transportation," 

It is apparent that competition by rival carriers 
has been of Significant volume for many years and at the 
present time this competition is regarded by the railways 
as 4 very serious threat. It ig Submitted, however, that 
competition in the future will be much more Serious, and I 
think that has been indicated throughout the hearings... It 
may be that the real troubles of the railways are only 
just beginning both in the freight and passenger fields, 
and it is very intimately connected with that matter that 
I wish to speak of the position of Saskatchewan, 

Unfortunately reliable figures are not available 
as to the volume of freight carried by trucks or passengers 
carried by buses, Figures compiled by the Dominion ~ 
Bureau of Statistics are obviously incomplete due to the 
fact that only a portion of the carriers report and a 
variable number from year to year. It is submitted, 
however, that the number Of registered motor vehicles in 
Canada is of extreme Significance, The registrations are 
Submitted herewith, by five year periods from 1905 to 
1945 and then yearly to 1948, 

It will be noted, of course, from 1905 the total 
has jumped from only 565 to 2,034,943 in 1948; and the 
commercial vehicles from 1940 to 1948 have more than 
doubled, almost exactly doubled, in number -- 252,000 ena 
504,000. 
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CANADA 


Mr. Cronkite 


Year Passenger Commercial Motor Total(2) 
Cars (1) Vehicles Cycles 
1905 ae ~-- --- 565 
1910 5,890 ~-1 55 9,158 
1915 60,688 533 5,412 95,284 
1920 251,945 Be; A18 8,195 408,790 
1925 641,186 74,938 7,924 724,048 
1930 1,055,514 167 ,548 9,427 1,232,489 
1935 989,744 175,888 10,484 pa Es owe 
1940 1,234,637 252,613 135379 1,500,829 
1945 1,160,058 322 , 829 14,194 1,497,081 
1946 1,234,006 371,294 17,163 1,622,463 
1947 1,370,173 439,657 26,129 1,835,959 
1948 1,496,784 504,220 33,939 2,034,943 
oa) Includes taxis, 
(2) Some of the provinces reported totals only prior to 
1923. 
Source: Dominion Bureau of Statistics, The Motor Vehicle, 1948, 
Table 1, 


It is submitted that every registered vehicle is 
& competitor of the railway, whether a pleasure vehicle or 
& commercial vehicle, The increase in recent years has been 
Significant indeed. In perticular the doubling of the 
humber of commercial vehicles between 1940 and 1948 shoula 
be noted, 

Not only has the number of competing motor 
vehicles increased but of even greater significance is the 


extension and improvement of highways on which these vehicles 


may move with greater speed and with heavier loads. The 
accelerated allocation of public funds for the construction 
and maintenance of highways appears in the following computa- 
tions for the years 1930, 1935, 1940, 1945, 1946, 1948 -_ 
°g2in taken from Government sources, which appear on page 55, 
(Page 21690 follows) 
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FXPENDITURES ON PROVINCIAL HIGHWays (1) 
FXFEMDITURES ON PROVINCIAL HIGHWAYS 


(Thousands of Dollars) 
1930(2) — 1935(3) — rgho(#) 1 945(5) 1946(5) — 1948(6) 


Cronkite 
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Prince Edward Island 535 L,¥he 868 1,224 1,407 2,926 
Nova Scotia 4,865 E2872 4274 4 829 Tite 20 , 230 
New Brunswick 8,322 cera gl 22529 5,843 SB We 19,289 
Quebec 15,201 12 ,U067 31,063 255349 36,037) 50,456 
Ontario 35,767 28 ,696 29,216 26,549 48,677 61,982 
Manitoba 3,815 691 1,508 25505 35325 7,469 
Saskatchewan 10,182 1,754 1713 3,912 6,158 8,995 
Alberta 6,656 3,242 3,093 7 AST 12,026 12,961 
British Columbia 7,958 5,650 5,667 6,559 8,820 23, 254 
93,101 66,535 193931 83,777 135,405 207 ,562 


(See footnote next page) 
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(1) expenditures include the cost of new con- 
struction, maintenance and general expenditures. 
The distinction between the two types of expendi- 
tures, namely, construction (capital) and main- 
tenance (revenue) are Serrally difficult to 
Separate. The public accounts of the provinces 
do not adhere to common rules in this regard so 
that it was felt necessary to combine all expendi- 
tures in order that a comparable picture could be 
given. The expenditures cover those of the provin- 
cial governments only and not expenditures in- 
curred by local governments on roads (Page 735, 
Canada Year Book 1934-35), 

1934-35 Canada Year Book, page 735. 
1939 Canada Year Book, page 667. 


(2) 
(3) 
(4) 1943-44 Canada Year Book, page 599. 
(5) 1948-49 Canada Year Book, page 709. 
(6) 


Public Accounts of Province. 


MR. CRONKITE: It should be noted that the 
total for 1948 was $207 million. That did not include 
municipal expenditures. As a matter of fact it is 
difficult to make a computation of municipal expenditures 
because they commonly would involve some double counting 
Since they get aid from the provinces, so that includes 
in this total merely the expenditures ,by provincial 
bodies. From 1946 to 1948 it jumped from $135 million 
to $207 million. Going back to 1935, the low point 


was actually $66 million. 
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THE CHAIRMAN: Is Saskatchewan the only 
province where there has been a decrease in expenditures? 
I think so. You say $10,182,000 in 1930? 

MR. CRONKITE: That is true. 

THE CHAIRMAN: Then way down to $1.75 million, 
and in 1948 it was nearly $9 million. ‘That is the only 
province in that position, I think. 

MR. CRONKITE: Apparently that is true. In 
Saskatchewan we went down very low during the depression, 
down to $13 millions. From the reports in the provincial 
budget, which I don't have with me, that situation, I 
think, will be corrected in 1950, in the 1950 building 
program, because all over Canada there is just a terrific 
outcry and demand on all governments to build more and 
more highways, and the public money that was put into 
railways just becomes insignificant when the expenditure 
on highways is compared with it. Now, on top of this 
the Trans-Canada Highway is apparently about to become 
a reality, and the provinces and the Dominion have 
entered into agreements, or some of the provinces ,already. 

The truck and the bus therefore offer increasing 
competition by land. But competition does not stop 
there, particularly in the matter of passenger traffic, 

A menacing competitor in the form of aircraft has come 
into prominence in the last few years. 

THE CHAIRMAN: That is in the passenger field? 

MR. CRONKITE: That is in the passenger 
field particularly, as appears in these figures from 


the Dominion Bureau of Statistics. 


(Table follows) 
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AIR TRAFFIC IN CANADA, 1934 TO 1948 


Cronkite 


PASSENGERS 
Passengers carried Total Passenger Miles 


Passengers 


Between 
foreign 
stat'ns (a) (b) 
Year Revenue Revenue Carried Revenue Total 
No. No.) No. miles (miles) 
meee 891,054,778 7,325 1,103,798 321,704,118 342,685,230 
1947 836,047 10,674 893,171 237,986,178 257,945,385 
1946 802,811 6,673 833,840 206,776,408 215,545,977 
1945 490,809 16,711 525,407 153,504,833 159,163,445 
1944 Bite 7) 20,86 403,938 111,127,010 113,886,329 
1943 282,886 19,381 314,642 100,530,892 103,390,464 
1942 E95 ,205 617,497 249,047 70,554,377 73,206,601 
1941 PEL A191) 792 208,059 53,891,516 56,723,714 
1940 bee ie i S10 149,025 38,438,439 41,165,802 
£939 iN es rr aed -- 161,503 Adg S40 ASh oi BEL LOF 75 
1938 ae 17 —_ 139,806 10,913,409 14,886,718 
1937 110.864 = 134,148 12,658,264 14,056,433 
3936 a |. 111,302 8,724,790 9,653,196 
£935 140,379 he Lo? phile -- 7,936,950 
2934, (eyo ~~ 80,806 ae 6,266,475 
(a) Totals include number of company employees and other non 
revenue passengers 


‘(b) Totals include passenger miles flown by company employees and 
other non revenue passengers, 


1942-48 Dominion Bureau of Statistics, Civil Aviation,1948 Table 1, 


1938-41 Dominion Bureau of Statistics,Civil Aviation in Canada, 
L353, Table 1. 


1934-37 Dominion Bureau of Statistics,Civil Aviation in Canada, 
1940. Table l. 
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MR. CRONKITE: Going back to 1934, the total 
in passenger miles, a total of a little over 6 million, 
that has grown in 14 years to 342 million passenger 
miles. From 1945 to 1948, the three year period, that 
traffic has, according to these Statistics, considerably 
more than doubled. The increase is Simply phenomenal, 
Even in the field of freight transportaion, there is 
Some possibility, if not in wheat, in some lighter 
materials, that aircraft will become a significant 
factor. According to the Dominion Bureau of Statistics 
figures the total air-freight ton miles in Canada in 
1936 was, 1,066,036, and this had increased to 5,458,260 
in 1948 (those are air-freight ton miles). Making 
another comparison, in 1946 the total air-freight ton 
miles was 2,302,951, and this figure had more than 
doubled two years later. With improvements which are 
inevitable the aircraft may well become a serious 
competitor to the railways. 

Competition is then on the increase by land 
and by air, and it might be in order to mention a 
carrier of a different type. It will be recalled 


that the Saskatchewan submission, Exhibit 128, pages 


20-21, indicated that despite increasing truck competition 


a substantial rail movement is involved in the distri- 
bution of gasoline and other petroleum products on 

the Prairies. Now, another competitor appears -- 

a pipe line from Edmonton to the lakehead at an 
estimated cost of $90 million, and construction is 


going ahead now. 
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EFFECT OF COMPETITION: - 
HUONG = 


The members of the Commission will have noted 
that considerable attention has been given to the position 
of railways in the competitive transportation field, both 
by my friend Mr. MacPherson and by me. This position 
is of fundamental Significance in the Opinion of the 
Government of Saskatchewan. It is of great significance 
in two ways, (1) insofar as it affects the position of 
the railways themselves and their capacity to serve the 
nation effectively within a legitimate transportation 
Pecldsn (2) CAs at particularly affects the prairie users 
of railway freight services who, under existing trends, 
seem destined to bear the brunt of the cost of operating 
expensive railway systems. 

First, I wish to address myself briefly to 
certain phases of the railway problem in general. Among 
these is the question of a possible enlargement of the 
Canadian National System and on this I shall be as 
precise as possible in order that the position of the 


province may be made clear. 


NATIONALIZATION: - 


It will be recalled that at page 7 of the Out- 
line of Representations filed with the Commission in 
April of last year the Government of Saskatchewan, 
referring specifically to section 2 (e) of P.Cc. 6033, 
expressed the following opinion: - 

"...ea Study of the possible contri- 

bution which public ownership of all rail- 


ways could make to the solution of the 
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Canadian transportation problem, might well be 
undertaken, " 
At page 88 of the formal submission (that is 
Exhibit 128) of the Province of Saskatchewan filed with 
the Commission in September of last year, the Province 
repeated its suggestion that such a study be made by 


the Commission, Finally, in November of last year, in 


answering certain questions of the Chairman of the Commission 


on this point, Dr. G. E, Britnell, as witness for the 
Province, urged that, in view of the many aspects of the 
problem and the small amount of competent assistance 
available to the Province of Saskatchewan, the study 
should be undertaken by the Commission. (Vol. 52, 

pp. 10062-3). 

THE CHAIRMAN: Now, insofar as recalling the 
Provincial Brief and Dr. Britnell's evidence or state- 
ment, the Province does not commit itself for or against 
Government ownership. 

MR. CRONKITE: That is true, and I should like 
to elaborate that a bit to make that certain. It is 
two or three pages. 

THE CHAIRMAN: That is to say you tell us 
to study it but you don't contribute to the study? 

MR. CRONKITE: Well, we suggest certain 
phases that might be entered into, and I would like 
to express this very honestly held opinion by the 
Province, that they don't know the answer but they would 
like information. 

THE CHAIRMAN: One of the Provinces, Prince 


Edward Island, does go into it rather fully. 


MR. CRONKITE: Yes, that is true. I had intended 
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later to comment on it that I don't think that the 
Province of Saskatchewan would draw a conclusion either 
for or against, from the material which so far as I 
know that Province has submitted. What I saw was 
historical material, largely the opinions of various 
persons. 

THE CHAIRMAN: Your Province doesn't advocate 
anything? 

MR. CRONKITE: No, except that I would like 
to elaborate a little on that, but I will give you a 
Straight answer. They haven't the answer, they don't 
know one way or another, but they would like some 
information. 

The position of the Province was exactly 
what it was stated to be. The Government had no 
doctrinaire views either for or against nationalization. 
It did not have the facilities for a proper investiga- 
tion and the problem lay in the national rather than 
in the provincial field, and it is not too good to be 
giving advice to other people. It was realized that 
the Canadian Pacific Railway had provided transportation 
services for a great number of years and that an 
affirmative answer to the question presented would 
require good reasons, reasons looking in the direction 
of advantage to the people of Canada. Nevertheless, 
4t was evident that the Canadian National System 
had made great progress over the last few 
decades and that certain privately owned systems 


had not done at all well, some years ago, 


(Page 21698 follows) 


ic 
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necessitating their nationalization by the Dominion of 
Canada. It was also felt that alleged difficulties in co- 
operation among or between the existing railways might be 
more casily solved under public ownership. Hence, it was 
thought that the question put was a pertinent one, perti- 
cularly to ea Commission enjoying such wide powers of 
investigation, 

I should say, and I omitted to say in the written 
text, that one of the ..; features thst the province would 
be quite unable to go into and get any answer to is the 
matter of co-operation. It is undoubtedly beyond the position 
of the province to do that, 

THE CHAIRMAN: Are you bringing in co-operation 
there? 

MR. CRONKITE: I am going to say more about it, 

THE CHAIRMAN: You mean co-operation under the 
statute? 

MR. CRONKITE: Between the two railways under the 
Canadian National-Cansadian Pacific Act. 

THE CHAIRMAN: Why do you mention that here? 

MR. CRONKITE: I say that is one of the things thot 
the province would like to investigate but is not in a 
position to do it itself, 

THE CHAIRMAN: Yuu raise that later on? 

MR. CRONKITE: Yes, 

THE CHAIRMAN: You know our committment in that 
respect. It is to report on the results achieved by the 
operation of that Act, and I think to suggest any amendment 
or otherwise. Justlet us make sure about thet. We are to: 

"review and report on the results achieved under 

the Canadian National-Cenadian Pscific Act of 1933 and 


amendments thereto, making such recommendations as 


the present situation warrants." 
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ati going to make ony recommendations to us, which you 
think the present Situation werrants? 

MR. CRONKITE: No sir, 

THE CHAIRMAN: Tf see, 

MR. CRONKITE: Except maybe incidentally. Maybe 
it is involved incidentally in some observations I make, 

But I should like to make the position of the province 

clear here, that +02" proelon of nationalization, the extent 
of the possibility of co-operation between the two great 
railway systems is 9 relevent factor, 

THE CHAIRMAN: You meen as an alternative to 
nationalization? 

MR. CRONKITE: Yes, 

The evidence submitted to thi’s Commission over the 
past ten months has °° etgerved to strengthen the conviction 
that the Suggestion, put forward on these three occasions by 
the province of Saskatchewan, should receive very serious 
consideration, Somewhat paradoxically the evidence submitted 
by Professor McDougell on behalf of the Canadian Pacific 
Railway lends, perhaps, the Strongest support of all to the 
proposition that public ownership of sll railways may have a 
contribution to make to the solution of Canadian Transportation 
problems, 

THE CHAIRMAN: You call it a contribution, If you 
have Government ownership, that is very complete, definite 
end final solution, is it not, and not a contribution? 

MR. CRONKITE: I would hate to say it would be a 
complete solution. It would be final, 

THE CHAIRMAN: It would oust everybody else, 

MR. CRONKITE: That might not be the solution for 
the freight users, 

THE CHAIRMAN: The responsiblity of the railways funct- 


ioning is thrown on the Dominion Government, 
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MR. CRONKITE: Yes, 

THE CHAIRMAN: I do not see how you can call it 
contribution, 

MR. CRONKITE: What I mesn is this, It might 
be more Satisfactory to the users of freight services, 

THE CHAIRMAN: Is it not one of these things that, 
once done,can only with the very greet difficulty, be undone? 

MR. CRONKITE: Thst is quite true. 

THE CHAIRMAN: It woulda have to be fineal, it seems 
to me, 

MR. CRONKITE: Looking at history, the movement has 
been from private to public rather than from public back to 
private, 

THE CHAIRMAN: History bears that out, SE thinks 

MR. CRONKITE: Yes, certainly. That is one of the 
reasons why the province of Saskatchewan does not desire to 
be doctrinaire in that particular, 

that about 

THE CHAIRMAN: Why do you say Professor McDougell 
who is not @ Canadian National Supporter ? 

MR. CRONKITE: I am coming to thot. 

THE CHAIRMAN: I thought you were leaving that, 

MR. CRONKITE: No. I am bringing this up again, 

THE CHAIRMAN: All right. 

MR. CRONKITE: It is felt, moreover, that there is 
considerable general interest in this matter, 

It is respectfully urged therefore that attention 
Should be given to this problem, It is Suggested, moreover, 
that in the examination of the problem the followings items 
might well be considered, in order that the province will not 
be helpless in the matter. The first is a matter thet has 
been mentioned in the hearings frequently, the matter of 


monopoly.1,It is submitted that we have been unduly elarmed 


by those who raise the bogy of government monopoly. 
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The railway systems of Caneds as Professor McDougall hes 

told us already constitute 9a duopoly. Little reel competition 
exists now between the two great systems in this country. 

There is no competition in price. Competition, insofar as it 
exists, is restricted to Service, and that only in relatively 
small segments of the economy. Any effective competition in 

the field of transportation in Canada today is to be found, 

not in competition between the railways but between the railways 
end other carriers, such as trucks. 

THE CHAIRMAN: Did Professor McDougall say that 
the railway systems today have a monopoly? Did he call it 
a duopoly? I suppose it means the same thing,was he not 
considering trucks end other modes of transportation? 

MR. CRONKITE: What I meant ws that so far 3s 
railway transportation goes, the two great systems have 
practically a monopoly. 

THE CHAIRMAN: Whereas in the United States they 
have several railways? 

MR. CRONKITE: Yes, dozens of roads, 

THE CHAIRMAN: That is what you meant? 

MR. CRONKITE: Yes. 

In the matter of public policy it may well be urged 
that the Canadian National-Canadian Pacific Act indicates a 

belief by Parliament that eo degree of unwholesome com- 
petition exists, or did exist in 1933, 

2. Secondly, the question should be raised whether 
under 2 government monopoly an integration of services would 
not result which would give more effective transportation 
Services to the people of Canada. 

3. Attention should be given to the financial 
future of the C.P.R. The evidence of Professor McDougell 


certainly seems to suggest that, in terms of economic 
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realities, it is highly improbable that the Canadien Pacific 
Railwsy will ever agein be able to borrow sufficient capital 
on common or equity stock to finance any major program of 
development or reconstruction, Professor McDougall indicated 
that before such borrowing could tske place it would be 
necessary to bring C.P.R. common stock back to something 
better than par. This could only come about as the result 

of a very great increase in earnings. Any such increase in 
earnings would seem to pre-sSuppose very large increases in 
freight rates -~- probably double those alresdy granted over 
the past two years. By this test the price of C.P.R. solvency 
would appear to be the Solvency of the freight users, Yet 
the situation, I suggest, is really worse than this; for any 
very great increase in freight rates would inevitably be an 
extremely disappointing business, resulting not in any pro- 
portionate increase in earnings but in the loss of lerger dnd 
larger segments of traffic to competing forms of transport 

as the railways priced themselves out of the market. 

THE CHAIRMAN: Would you pardon me 9 moment when you 
say “increases in freight rates, probably double those already 
Sranted over the past two years", I just went to know one thing, 
Did Professor McDougall say that? 

MR. CRONKITE: No, that is my statement, I may say 
while I used the word "double", I would not suggest that I 
made any actual computetions. Actually, if you turn to page 
20, which was discussed this morning, Mr, MacPherson by compu- 
tation had worked the 40 up to 70.04; + snd with the other 
qualifications -- 

THE CHAIRMAN: I thought thet you were quoting 


Professor McDougall. 


MR, CRONKITE: No. Iam not quoting Professor 


McDougall at all. 
(Page 21705 follows) 
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The facts suggest that issues of reilway stock 
are never again likely to attract the investing public 
as they did two generations or even a generation ago, 

The reasons for this are not far to seek, The long run 
prospects for effective competition by other carriers 
cloud the future of North American railways. Only the 
long-haul movement Of bulky staples remains a4 monopoly of 
the railway companies, In every other field the rail 
carriers can expect increasing competition from other 
carriers, 

Under such conditions effective alternatives to 
the financing of the railways by common stock issues must 
be sought, Two such alternatives Suggest themselves, and 
have been discussed to some extent. First, loans by the 
Dominion Government at the low rates of interest available 
to the Government. Such loans would appear to be inimical 
to the continued independence of a privately owned road 
Over any length of time. In fact this alternative would 
appear to make the worst of both worlds -- of private and 
of public ownership. 

THE CHAIRMAN; Have you in mind really loans 
that would be expected to be repaid? 

MR CRONKITE: Oh, yes, Sir, I would. 

THE CHAIRMAN: Principal as well as interest? 

MR CRONKITE: That would be the ideal way. Cer- 
tainly I am quite serious in Saying so, and I think the 
Canadian Pacific hes shown a desire to be independent. 

THE CHAIRMAN: That is, you would have the 
Dominion Government invest where you say the public would 
not invest? 

MR CRONKITE: Yes; and of course if the loans were 
to be repaid , and with interest, then the railway would 


lose a minimum of its independence. That would be the ideal 
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Situation, if Government loans were to be resorted to, 

The other alternative lies in borrowing by the 
railway on equipment trust Securities and bonds. Under 
present conditions some Capital could doubtless be raised 
by these devices, and is being raised, 

THE CHAIRMAN: What is the position now, Mr, 
Cronkite, about equipment trusts? Do any such exist in 
Canada? 

MR CRONKITE: I am not sure what names they are 
aL, Bute 

THE CHAIRMAN: That system is being used now, is it? 

MR CRONKITE; [I understand it is, by the Canadian 
Pacific Railway, 

THE CHAIRMAN: By both, I am told, by both the 
C.P.R. and the C.N.R. 

MR CRONKITE: And to a considerable extent, 

THE CHAIRMAN: That ig true, is it, Mr. Friel? The 
C.N.R. also? 

MR FRIEL; Yes, sir, 

THE CHAIRMAN: I ask that question because it woula 
Seem to be implied here that it is not being used -- "the 
other alternative". 

MR CRONKITE: No, I think the text will show 
that I said "could be and is being", 

THE CHAIRMAN: "The other alternative lies in 
borrowing by the railway on equipment trust securities 
and bonds," 

Both railways are now doing that to some extent. 

MR CRONKITE; When I spoke I added "could ana is", 

The solvency of the Canadian Pacific Railway over 
upwards of two generations -- in striking contrast to the 
melancholy history of nearly every Class I railroad in the 


United States -- has been assured by avoiding the rigidities 
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in company financing which a large bonded indebtedness 
carries with it. Yet with a shift in the proportions of 
equity stock to bonds any adverse change in economic weather 
might be expected to put the railway in jeopardy, as, for 
instance, large bond borrowings and coinciding with a 
depression, The position of the railway in the economic 
life of the country would compel loans on a plecemeal basis 
with consequent agitation for the government to take over 
the road. Surely we can learn something from the histories 
of the Canadian Northern, the Grand Trunk and the Grand 
Trunk Pacific, 

THE CHAIRMAN: You do not want to see the C.P.R, 
in that position, do you? 

MR CRONKITE: No, Frankly, I do not think that we 
could afford as 4 nation to have the Canadian Pacific, a 
great transportation System like that, in that position; 
and it is my understanding that that is the way the Dominion 
Government felt when these other named railways were in 
difficulties, It would be just too big a shock to the 
economic life of the country to be borne, I understand 
that this has been the experience with some of the American 
roads, that the readjustment period during a receivership 
is a very difficult one, in which the service may run down, 

It seems to me that nothing is to be gained by a 
refusal to face the realities of the Situation. There is 
Some virtue in a cool assessment of the prospects now, 
before the C.P.R. goes the path of other Canadian lines, and 
I certainly hope it will not. This implies no criticism of 
the management of the Canadian Pacific Railway. It simply 
Suggests that the long run trends may well be against its 
continued survival as a privately owned and operated utility, 
No prophecy of doom is being made but it is Suggested that 
the possibilities should be assessed at this time, and when 
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there is an independent Commission which could meke an 
assessment, 

THE CHAIRMAN: Then TI understand you to say that 
if this undesirable outcome seems to threaten, recourse 
Should be had either to Dominion Government loans to keep 
the company alive or to Government Ownership; is that it? 

MR £RONKITE: I would not like to be doctrinaire 
a8 to which would be the proper one, but I think they are 
matters, when the whole transportation problem is being 
considered, to be thought about, 

THE CHAIRMAN: You do not see the possibility of 
one leading to the other, Government loans leading to 
Government ownership? 

MR CRONKITE: Jf think it might very well be, yes, 
Again, I am no prophet, and I do not want to appear as one, 
but certainly if there were heavy loans made to a road ang 
the loans were not paid up, it woulda just drift into a 
taking over, I Suppose, It would be the ordinary procedure 
of a mortgagee and mortgagor transaction, 

Fourthly, and finally, it is suggested that this 
problem can not be considered as a matter of free enterprise 
against government enterprise, The Canadian Pacific Railway 
was begun as an inst >ument of national policy. Ina material 
sense the huge subsidies, the tremendous grants of land and 
the virtual financing of the road by the Government of 
Canada up to the end of the century indicates that private 
enterprise got some wholesome public assistance inconsistent 
with any other conclusion than that an instrument of national 
policy was contemplated. And I find no reason to Change my 
mind about that, even thougn a very small percentage of the 
common stock of this railway is held in Canada -- no a a oe 
according to the Annual Report for 1949, 


The argument for careful examination of the possible 
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advantages of nationalization is put forward not as a 
matter of ideology or as a doctrinaire solution of a4 
difficult ana complex problem but as a prescription of 
common sense, Nationalization would involve no abrupt 
break with Canadian tradition. For, as we have emphasized, 
the provision of transportation facilities -- first of 
canals, then of railways -- has been the traditional concern 
of the Canadian state over at least five generations. With 
respect to railways, expediency rather than fundamental 
principle dictated, from the beginning, whether railways 
would be built and operated by the state or by private com- 
panies financed by state benefactions and guarantees, What- 
ever the form the state has always been a partner in the 
enterprise, 

Public ownership of all railways is perfectly 
consistent with the view of railways as instruments of 
National Policy. A slavish and doctrinaire adherence to the 
principles of laissez-faire will Solve no problems, It 
will, however, impede clear thinking on any problem. If we 
are to keep things in perspective we must remember that the 
Sole function of Canadian railways is to provide the most 
efficient transportation service to the Canadian people at 
the lowest possible cost. 

THE CHAIRMAN: Is this your position, that whereas 
Professor McDougall says that if the private railway at 
least is to be allowed to carry on and live it must be put 
in a position where it will receive annually much greater 
earnings than at present -~ that is what he says, 

MR CRONKITE: Yes, 

Q. And you say, no, instead of that, either have re- 
course to Government ownership or to Government loans; is 


that right? 
MR CRONKITE; Well, if the situation is as serious 
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as--- 


THE CHAIRMAN: Have you in mind, then, that 
under Government Ownership freight rates would be kept 
down, so that even if they were not remunerative to the 
Government utility they would not be raised? 

MR CRONKITE: No, sir, I do not think that the 
freight rates should necessarily be any lower at all under 
public enterprise than under private. I think the railway 
Should be run as a business proposition, and it does not 
make--- 

THE CHAIRMAN: You see: what Professor McDougall 
Says would be necessary to keep the private enterprise 
alive now, and you Say that what he asks for is too great 
to be considered, it would double freight rates, and 
therefore you should have recourse either to Government 
ownership or to some System of financing of the private 
company by the Dominion Government. 

MR CRONKITE: Well, sir, I did not mean to give 
the impression-- 

THE CHAIRMAN; You must have in mind, then, that 
either of those two measures would obviate the necessity 
of increasing rates to the level that «Dr, McDougall says 
would be necessary to keep the C.P.R, going. 

MR CRONKITE: Sir, I did not mean to give the 
impression that my sole reason for asking this inquiry was 
because freight rates might be raised, 

THE CHAIRMAN: Well, you said that Dr. McDougall's 
evidence did furnish the strongest argument in favour of--- 

MR CRONKITE: Yes, sir, but what I meant was this, 
that the implications of that were that the railway might be 
in very serious fiscal difficulties. 

THE CHAIRMAN: Because it * cannot earn enough, 

MR CRONKITE: Yes. I think’ tod abrupt a raise of 
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rates you have one alternative, that you may price your- 
Selves out of the market. Of course, we have the addi- 
tional factor which Mr. MacPherson spoke about this 
morning, and which I am coming back to, that the tendency 
would be to put all of this burden on the long-haul, 
bulky traffic, and that that might mean increasingly that 
short-haul rates, short-haul traffic, would probably be 
carried below cost, 

THE CHAIRMAN: TI do not really see how Government 
loans could remedy all these things that you see threaten- 
ing, us, 

MR CRONKITE; Well, I merely suggest it as one 
method of finance, 

THE CHAIRMAN: If bona fide loans are intended to 
be paid back, interest and principle and so on, you would 
have to have earnings to do that, 

MR CRONKITE: Well, it might be that with a 
larger system, with a reconstruction of the system -- and 
evidence has been given that a large amount of money should 
be spent, I think about $400 million over a period -- the 
railways would be in a better position to stand competition, 
Now, I am not, and the Province is not, in a position to 
give an answer on that, 

COMMISSIONER ANGUS: Is it not your argument, Mr, 
Cronkite, that the intersst on Government loans woulda 
require a much smaller addition to the earnings of the 
railway than paying interest on an equivalent sum raised 
by common stock and also paying enough to raise the present 
mass of common stock to par? I mean, that seems to me to 
emerge from what you have said. There would be a very great 
difference between the two rate levels, 

MR CRONKITE: There would be some difference all 


right, sir, There would be a difference in the interest rate 
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in the beginning -- assuming, that is, that 5 per cent is 
to be considered as the common stock payment and say 2 
per cent would be quite a Sizeable sum. There would be 
that difference, yes, 

Now, still on the first phase, that is, *matters 
which concern the railways and their future, I first look 
at the Canadian National capital structure; 

C.N.R, Capital Structure 

Still dealing with the general position and 
welfare of the great railway systems I should like to deal 
very briefly with the recapitalization of the Canadian 
National, 

The Government of Saskatchewan agrees in principle 
with the proposals put forward by Mr. Gordon, Chairman and 
President of the Canadian National to this Commission. We 
cannot say definitely that the amounts Suggested in Mr, 
Gordon's statement are proper, but we have no evidence upon 
which to dispute them. We agree in principle for two 
reasons: (1) we think it desirable that the Canadian 
National and the Canadian Pacific Should be placed on a 
reasonably competitive basis; (2) as a matter of fairness 
to the Canadian National we believe its capital structure 
Should reasonably represent actualities, It is unfair that 
the system should be saddled with an Obligation of debt for 
which it has not received value, quite the reverse of 
receiving a subsidy. 

We do not share the objections of the Canadian 
Pacific to this recapitalization proposal, It is submitted 
that it is a thoroughly unwholesome situation that one system 
Should be put and kept in ea preferred position. We cannot 
agree that the Canadian Pacific should be the perpetual yard- 
Stick for rate-making purposes. Such a situation would 


pretty well involve a perpetual guarantee of a five per cent 
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return on ordinary stock to this company regardless of its 
efficiency in development or operation, 

THE CHAIRMAN: When you say there, "It is sub- 
mitted that it is a thoroughly unwholesome situation that 
one system should be put and kept in a preferred position," 
would you apply that both ways? 

MR CRONKITE: Yes, 

THE CHAIRMAN: That neither of these two systems 
Should be put in a preferred position in respect of the 
other? 

MR CRONKITE: I absolutely agree, I see no 
reason for preferring one to the other, 

THE CHAIRMAN: Then you think that the extent of 
recapitalization asked for by Mr. Gordon would not have 
that effect? 

MR CRONKITE: Well, as I stated, we agreed in 
principle, and after considering it we just could not say 
that Mr, Gordon was wrong; but I would want to repeat, sir, 
that we do not want the Canadian National in any preferred 
position to the Canadian Pacific. Somebody has to pay 
the piper finally, and personally it does not help me out 
to pay it through taxes, 

THE CHAIRMAN; You cannot agree that the Canadian 
Pacific should be the perpetual yardstick for rate-making 
purposes, Of course, the use of such words as "yerpetual" 
I do not think means much; they just frighten one, You 
cannot agree that the Canadian Pacific should be considered 
as always going to be the yardstick. You say: 

"Such a situation would pretty well involve a perpetual 
guarantee of a five per cent return on ordinary 
Bini,” 
It is the yardstick now, and has been--- 
MR CRONKITE: Yes, and I do not think there was 
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any effective alternative to its being the yardstick during 
the recent rate cases, 

| THE CHAIRMAN: Well, has it brought about a 
guerantee of the five per cent return on ordinary stock? 


MR CRONKITE: No, sir, it has not brought any 


guarantee, but the--- 
THE CHAIRMAN: I mean, in effect has it? 
MR CRONKITE: I hope they are in a p osition to 


pay the five per cent under current circumstances. 
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THE CHAIRMAN: Yes, but you remember they 
are earning other things besides railway revenues. 

MR. CRONKITE: Yes, sir, that is true. 

THE CHAIRMAN: What do you suggest about a 
yardstick? 

MR. CRONKITE: I think I come to that. It 
is in the next paragraph. 

On the other hand, there should be no thought, 
and I am sure there is no thought, of being unfair to 
the Canadian Pacific. But no one road should be the 
yardstick for rate-making. The fiscal needs of the 
roads, the efficiency of the roads and the public interest 
generally should all be factors. I would not anticipate 
injustice to anyone, especially if the Board of Transport 
Commissioners is strengthened, as we feel it should be, 
and as many of the submissions will request. 

THE CHAIRMAN; Is this a fact, that if hitherto 
in the last few years Canadian National had been taken 
as the yardstick, freight rates would have been higher? 

MR, CRONKITE: I should think that would have 
been very satisfactory to the Canadian Pacific. I think 
if this capitalization proposal is adopted (and I am 
by no means sure and have no way to find out whether 
the amounts are correct) they will be in a reasonably 
competitive position, and I would hope that the Transport 
Board would be so equipped with staff that it would 
be able to find out about these railways, to find out 
whether they are efficient and keep them up to it. 

THE CHAIRMAN: You mean it might alter this 


present measure, this measure of requirements? 
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MR. CRONKITE: It might be, that would be 


COMMISSIONER ANGUS: Mr. Cronkite, do you 
think that the amount of funded debt of the Canadian 
National Railways or of the securities on which they 
are expected to pay interest, should be calculated so 
as to make the two railways pretty evenly competitive? 

MR. CRONKITE: I would like to see that, 
yes, and I think it would be a very wholesome thing. 
We talk about competition and if we aregoing to have 
two roads I would like to see them where they can be 
competitors; and if one road is smarter than the other 
to take advantage of technological improvements and 
things like that, why, more power to them. That would 
mean that it would be the yardstick for just then, for 
that period. That of course is of importance and 
significance only if the two roads - - 

THE CHAIRMAN: What would -- be the yardstick? 
The road that shows the best results at the end of a 
given year? 

MR. CRONKITE: Yes, I say that ought to be 
one factor, a very strong factor. Now, I don't think 
the capitalization of the two rates can ever be 
calculated to a nicety, but, to answer Mr. Commissioner 
dngus's question, it would get them more or less 
together. 

THE CHAIRMAN: Should a recapitalization OF 
the C.N.R., if it is made, be scaled with the object 
in view of not making it unduly low in respect of 


the other railway? 
MR. CRONKITE: Yes, I think that should be 
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guarded against as much as the opposite, that it would 
be grievously unfair to put the Canadian Pacific Railway 
at 2 disadvantage compared with the Canadian National. 

Now, looking over these proposals, all I 
can say on behalf of the province, is that we agree 
in principle and we have not any evidence to contradict 
the amounts that Mr. Gordon set out -in his statement. 
We have not very many facilities for finding out those 
things, but we hoped that the Commission would. 

THE CHAIRMAN: Well, can you go this far? I 
asked Mr. MacPherson and he said you..would answer me. 
Perhaps he was engaging you a little too stringently, 
but are you in favour of keeping the C.P.R. in a living 
condition as a private enterprise? You have given us 
what the alternative would be. 

MR. CRONKITE: Well, I don't think I can 
answer that except in terms of the last paragraph or 
two. I think it is just as bad to be a doctrinaire 
laissez faire man as bye doctrinaire state-enterprise 
person. It seems to me the only thing is, the sole 
function of Canadian railways is to provide the most 
efficient transportation service to the Canadian people 
at the lowest possible cost and developed under all the 
circumstances including these things I .put. Maybe 
I was frightened too easily, but if all these things 
indicate that in the future you can get these things 
better by extending the Canadian National System, 
tien 1 think - - 

THE CHAIRMAN: By total Government ownership? 

MR. CRONKITE: Yes, sir, that is what the 


question involves. Well, that seems to be the answer, 
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put just a rigid adherence to any political ideology 
or free enterprise won't solve it. 

THE CHAIRMAN: You say that the efficient 
Service at the lowest possible cost should be the 
measure. Now, whether that requires Government owner- 
Ship or a continuation of private enterprise ownership 
along side of Government ownership competing with it, 
we should recommend whichever seems to be the best 
adapted to provide that efficient service. 

MR. CRONKITE: That is exactly, sir, what 
the Province of Saskatchewan would like, but it would 
like that the study should not be made with a doctinaire 
approach, except for this. -.- 

THE CHAIRMAN: Well, a practical approach, 
efficient service and lowest possible cost. 

MR. CRONKITE: If there is to be any dramatic 
change, I think it is fair to say that the burden of 
proof should be on the side of those who want the 
dramatic change. It is up tothe people having the 
affirmative of the issue usually to persuade the 
tribunal. 

THE CHAIRMAN: Go on, Mr. Cronkite. 

MR. CRONKITE: The next heading is "Other 
Assets", a matter that was spoken to briefly by 


Mr. MacPherson this morning. 


OTHER ASSETS: - 

The Province of Saskatchewan emphatically 
repeats the argument which appears on page 75 of the 
printed submission with reference to subsidiary 


ventures of the Canadian Pacific. Every last venture 
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including mining investments should be considered as 
railway investments for the purpose of rate-making or 
any other purpose. 
THE CHAIRMAN: Now, that is definite, is it? 
MR. CRONKITE: That is my definite instruction 


from the Government. 


THE CHAIRMAN: That is what you are arguing 


now? 

MR. CRONKITE: Yes. 

THE CHAIRMAN: That every venture including 
mining investments ---that you would exclude nothing 
that is? 


MR. CRONKITE: Nothing. 

THE CHAIRMAN: You know what the C.P.R. has 
today, and you would include everything? 

MR. CRONKITE: Yes. 

THE CHAIRMAN: That provides income of any 
sort or might produce income: it should be considered 
as railway investment for the purpose of rate-making 
or any other purpose? 

MR. CRONKITE: I cannot distinguish, so far 
as income goes, one kind of income from another as 
corporate income, 

THE CHAIRMAN: And you would take that both 
ways, would you, so that any of these investments which 
Show losses- - 

MR. CRONKITE: Yes, we have to, and I think 
likely there have been losses with some of these invest- 
ments at times. I would be greatly surprised for 
instance (I haven't the information) if in a period 


of depresgion the hotels might not be rather a poor 


investment. 
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COMMISSIONER ANGUS: Would you include 
foreign railways? 

MR. CRONKITE: If they are corporate invest- 
ments, yes, I would have to. 

COMMISSIONER ANGUS: And I suppose, take them 
in on the other side as well as part of the investment 
or - - 

MR. CRONKITE: Well, I think that is one of 
the good arguments, Mr. Commissioner, for the affirmative 
position I have taken, that if they do show losses 
we know blamed well that - - 

THE CHAIRMAN: Can you consider that they 
might show gains so great that they could carry freight 
for nothing? 

MR. CRONKITE: I am afraid they won't, but I 
hope they do. 

COMMISSIONER ANGUS: Doesn't the test you are 
suggesting put the Canadian National Railways at a 
disadvantage? 

MR. CRONKITE: Well, perhaps it does. I 
don't think that it is a disadvantage that a competent 
Transport Board cannot calculate. 

THE CHAIRMAN: You see, if the C.P.R. is to 
be continued at least for some time as the yardstick, 
then it might be 2 disadvantage to the C.N.R. 

MR. CRONKITE: It might put them at an 
secounting disadvantage. 

THE CHAIRMAN: As at present constituted’, 

MR. CRONKITE: I should not like though just 
to remove that disadvantage, to have the Canadian 


Pacific give those assets away or anything like that. 
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COMMISSIONER ANGUS: Haven't you got to elect 
between those two things? 

MR. CRONKITE: If it is a case of election, 
as advised, I will stick to my text. My position 
fundamentally appears in the next few lines, that under 
the Act of Incorporation which created the Canadian 
Pacific Railway the building and operation of a railway 
was authorized, and the fact that Canadian Pacific has 
not been exactly a rolling stone over the last few dettaes va 

THE CHAIRMAN: What do you mean by not being 
a rolling stone? Rolling stones don't gather any moss, 
isn't that it? 

MR. CRONKITE: Yes. 

THE CHAIRMAN: That is the reverse of this. 

MR. CRONKITE: Yes, but that does not obscure 
the true nature of the undertaking to my mind. 

Going on and amplifying, all assets of this 
great railway company, of whatever character, simply 
must have been derived from rates or tolls paid by the 
users of transportation services, or from public gifts 
by various agencies. If these assets are true railway 
assets, then they are a part of the railway and that 
scttles the matter. Earnings therefrom are railway 
earnings. If, on the other hand, such assets are not 
true railway assets, not assets necessary for the 
operation of a proper transportation service, then they 
must be classed as representing excess earnings and 
accordingly considered as reserves, available to the 
company to carry out the purpose for which the company 


was created. Any other conclusion will, I submit, shock 


co 
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the faith of the reasonable citizen of Canada. 

COMMISSIONER ANGUS: You don't like the view 
that their earnings came from taking very big risks 
in the early years and had been earned in that way? 

MR. CRONKITE: Yes, there were some risks, 
but I think in the financing of the Canadian Pacific 
Railway the public of Canada took considerable risk too. 

COMMISSIONER ANGUS: But the suggestion was, 
was it part of the bargain that the Canadian Pacific 
in consideration of taking those risks should have the 
chance of making these profits? 

MR. CRONKITE: We can put it on the other 
Side. They did take a risk, but if the risk had gone 
bad who would have suffered? I suggest the tax payers, 
the Government, and the users of transportation services, 
so that does not impress me, that feature does not impress 
me. 

THE CHAIRMAN: Then I think you could probably 
have this in mind, that the Canadian Pacific was at 
the beginning and Still is by nature a Government 
enterprise. Is that what you have in mind? 

MR. CRONKITE: Yes, sir, not in the true sense 
of the stock being owned, but I say it was something 
that the Canadian Government just had to have, it was 
an instrument of national policy. It happened that it 
assumed the form of a private company and for many 
decades they got along very nicely. 

COMMISSIONER ANGUS: Doesn't that view merely 
commit you to guaranteeing their dividends? I mean, 
if you make a close partnership of that kind. 

MR. CRONKITE: I would not put it as a guarantee, 
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but through the decades they have done fairly well 
in dividends. There have not been many misses. 
RELIEF FOR THE PRITRTE ARBATS? Lehi iMhe NRE See 

MR. CRONKITE: I now turn to the really 
important part of my argument to the proposals - - 

THE CHAIRMAN: I think what you have just 
gone through is fairly important too. 

MR. CRONKITE: Thank you. These proposals 
however that I come to are designed to be corrective 
We have suggested to the Commission improvements in the 
regulations respecting common carriers, the regulatory 
procedure and the regulatory tribunal. We have made 
some recommendations designed to bring about a generally 
more equitable freight rate structure. We have suggested 
that the Commission study the possible benefits which 
may accrue from nationalization of the Canadian 
Pacific Railway. 

THE CHAIRMAN: Of course, if the Canadian 
Pacific Railway were nationalized, the whole of the 
railway system of Canada under Government ownership, 
all these things then would have to be approached very 
differently. It is the fact that we have a private 
company now that raises very many questions. 

MR. CRONKITE: It does raise many. 

THE CHAIRMAN: Investments for instance. 

MR. CRONKITE: Yes, but I 2m not persuaded 


that the regulatory machinery would have to be altered. 


. THE CHAIRMAN: Supposing the Canadian 
Pacific Railway abandoned its railway enterprise 


and kept its other investments and so on, then what? 
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MR. CRONKITE; Well, you mean - - 

THE CHAIRMAN: You see, when you talk of 
nationalization of the Canadian Pacific Railway, what 
really have you in mind, just the railway itself, not 
the company, the railway? 

MR. CRONKITE: Well, primarily we would do 
it through the company. The company, I suppose, would 
have to be dealt with. It is the legal owner of all 
assets. 

COMMISSIONER ANGUS: Would you pay for those 
other assets or do you propose to confiscate them? 

MR. CRONKITE: Well, I don't know exactly 
what confiscation means. I was impressed by yow 
question, Mr. Commissioner, in connection with the 
rate base .I think Mr. Shepard has previously said 
there is a lot of question-begging in trying to evolve 
any rate base. If you take the market value or 
quotation of the common stock as an index of value, 
these assets are not worth very much, in the opinion 
of the investing public. It is a very perplexing 
problem and I think it is one that the Commission will 
have before them if they make this study. 

THE CHAIRMAN: You see, it might turn out 
that these assets are not worth the investment money. 

MR. CIONKITE: No, sir, I didn't mean that. 
I said, if you estimated the value of all the assets 
of the Canadian Pacific Company by the market value 
of the stock, then the value is not very great. 

THE CHAIRMAN: Because the stock is selling 
at less than par, you mean? 


MR. CRONKITE: Yes, sir. 
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THE CHAIRMAN: Would you not then have to 
enquire as to what sort of yield it would give the 
investor right today? I don't know. 

MR. CRONKITE: I think it gives a very 
satisfactory yield, but if the investor thought that 
there was a real value of over a billion dollars in 
assets, it would be a pretty good bargain at that 
price, I should think. So I suggest, Mr. Commissioner 
Angus, that in the case of a regulating utility there 
is a lot of question-begging,in trying to arrive at 
any index of value. The regulation itself marks down 
the value of the assets. 

COMMISSIONER ANGUS: There doesn't seem to 
be anything peculiar in a Government setting up a 
system of a regulating utility, keeping the rates at 
a point which leaves the valuation of the utility 
lower, then buying it out at that valuation, and 
asking it to throw in its other investments as well? 

MR. CRONKITE: Well, I don't see anything 
criminal about it, no. 

THE CHAIRMAN: Well, you had better think 


it over for a few moments. 
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THE CHAIRMAN: While we were taking e rest, Mr. 
Cronkite, you were looking for the snswer to 3 question. 

MR. CRONKITE: To the lost question, 

THE CHAIRMAN: Put by Dr. Angus. 

MR. CRONKITE: I think the answer I meade was thet 
I would not consider it criminel. 

THE CHAIRMAN: That is, to take over these assets 
of the Canadian Pacific Roilway. 

MR. CRONKITE: Yes, if they sre company assets. It 
is not so easy a question to answer. For instance, the 
Consolidated Smelters investment is one as to which I do not 
know whether it is a proper railway investment or not. If it 
was a proper railway investment to round out the system, then 
there is a value placed upon the holdings in the market. 

THE CHAIRMAN: You have gone this far; you have gone 
as far as to say that all their assets, or 311 their investments 
are to be taken into consideration in fixing their return; that 
is, their requirements and their return? 

MR. CRONKITE: Yes, 

THE CHAIRMAN: You say that? 

MR. CRONKITE: Yes. 

THE CHAIRMAN: Then I asked you whether you considered 
that this railway which you say at the beginning wes.a govern- 
ment enterprise is still today in some measure 2 government 
enterprise? 

MR. CRONKITE: I certainly do. I think it is 3a very 
Virel part. of it. 

THE CHAIRMAN: The company is just a trustee for the 
government. Is that the idea? 

MR. CRONKITE: No. I think it is a little different 
than that, but it is difficult to describe it. It is an 
instrument of public policy and it has been regulated for a 


great many years. It is not a publicly-owned compeny. 
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Thet is certain, But it is quite different from en ordinery 
private company. 

THE CHAIRMAN: Do you not think that the original 
intention was that it should, by the sid of subsidies, land 
Beeante end so on be put on its feet as a private compeny, end 
intended from that time on to operete as a private compney? 

MR.CRONKITE: I think some people must have had that 
idea, although I do not want to go into it here. The perlia- 
mentory debates do not show a complete unaminity of opinion 
as to what was likely to happen or es to what it was desired 
Should be done. But I think thet in general there probably 
was a parliamentary opinion that these subsidies would put 
the railway on its feet and it would go ahead and be 3 good 
representative of private enterprise. Yes, I think I would 
say thot. 

THE CHAIRMAN: The government had to have e railway 
built to connect up British Columbia. 

MR.CRONKITE;: That is true, To that extent it 
started out 3s a public enterprise; sat any rate en enterprise 
in which the public was very vitelly interested. 

COMMISSIONER ANGUS: Would you not feel a little bit 
mean if you lead a donkey along with 3 cerrot and then eat 
the carrot yourself? 

MR.CRONKITE: I should not like to characterize the 
Canadian Pacific Railway es a donkey, but they have done very 
well at getting carrots, I think, over the whole period; ond 
pretty good big ones too. 

THE CHAIRMAN: All right, Mr.Cronkite,. Will you 


proceed? 


MR.CRONKITE: Very well, sir. I was at the middle 


of page 65. 


I now approach the main recommendations placed be- 


fore your Commission by the province of Saskatchewen. We have 
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Stated, and we now contend, that an adequate measure of 
relief from the transportation burden resting on the Prairie 
Provinces cannot be achieved through the medium of any 
freight rate structure capable of implementation. We now 
State categorically that even with the adoption of all the 
desirable changes recommended, relief will be relatively 
Slight, and some further device must be employed if the 
Prairies are to be compensated in a degree commensurate with 
the burden they are now forced to support and if that same 
area is to be protected in the future. It is our belief 
that under our proposals the railways may be made true 


instruments of national policy. 
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Subsidies 

The @evice which we propose can most conveniently be 
described by the word Subsidy but we shall stoutly deny that it 
represents a gift to the Prairie arena. In essence this subsidy 
will represent a public recognition that a subsidy is now being 
paid by the people of Saskatchewan, and of the prairies general- 
ly. More Specifically, to a large extent, it will be a 
recognition that a Subsidy is being paid by people of the 
prairies who pay long-haul freight charges for the benefit of 
other areas and other users of transportation. 

I know that some people throw up their hands at the mention 
of the word "subsidy". I would submit seriously, however, 
that no odium should be attached to the term even when the 
Subsidy takes the form of a direct gift, which the one I 
Suggest will not. Subsidies are very 2ommon , indeed, I suppose 
a Trans-Canada Air Lines deficit is a transportation subsidy , 
when absorbed by the people. Subsidies were even paid to 
the Canadian Pacific Rzilway. According to a publication. of 
the Dominion Bureau of Statistics"Canadian Pacific Railway 
Company, 1923-1948" the grand total of "sid granted to 
Canadian Pacific Railway Company and other companies now 
comprised in that system" to December 31, 1948, amounted to: 
cash subsidies, $106,699,423; land grants -subsidies 43,749, 348 
acres. I make no complaint about this and I presume that 
evidence could be adduced to prove that these gifts were put 
to a good use. But, incidentally, 43,749,348 acres is a lot 
of land. In 1949, the total acreage seeded to wheat in the 
three Prairie Provinces was only 26,490,000 according to 
Table IV, Exhibit 128 . The total acrease of improved farm 
land in the Province of Saskatchewan is only 35,590,239 

I suppose the customs tariff operates as a subsidy to some- 


one in some area. At any rate when I pay two or three hundred 
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dollars more for a motor car than I would pay in a free 

market, I presume someone gets the benefit. The money certainly 
does not go to the Dominion treasury ; and if nobody benefits, 
then it seems the height of nonsense that I should pay the 
extra money. I think I pay a subsidy, and I think I know what 
area gets the benefit; and they have better highways in that 
area than we have in the prairies. 

The country simply teems with subsidies. There are 
subsidies to old people, to handicapped people, to unemployed 
people, and to women with children. Then there are subsidies 
being paid by America to Europe.And simply collosal subsidies are 
being paid by the provinces to the users of transportation 
in the form of highway construction, improvement and maintenance. 
In fact if the business of government is examined, it will 
be found that a big share of government consists in paying 
Subsidies, paying people who advise when to pay subsidies, 
paying people who pay the subsidies and paying those who check 
up on whether they are properly paid. 

On behalf of the Province of Saskatchewan I urge most 
emphatically that national policy can best be regularized and 
practical justice achieved through two devices, one of which 
is calculated to compensate for the past and the other to 
guard against impending evils of the future. 

Now as to the first, the compensation device: I may say 
that it really is not compensatory in the sense that it is 
retroactive. It will not compensate for the past. That must 
be written off. As from the moment it is adopted, however, 
it is designed to correct certain events of the past which 
have harmed the prairies, and which are part and parcel of 
the transportation problem. 


The Compensation Subsidy 
This is the subsidy that follows directly from the first 


part of my argument to compensate against the impact of the 


national policy. 
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At page 10082 of Volume 52, the following appears: 


",..the proposal of the Province is specifically 
as follows: that the subsidy be in the form of a 
deduction from all freight bills on all rail 
freight traffic movements within the boundaries of 
the Provinces of Manitoba, Saskatchewan and Alberta, 
on all rail freight and lake and rail movements within 
Canada originating in these Provinces to point of 
destination in other Provinces and on all rail and 
lake and rail freight movements within Canada 
terminating in these Provinces, from points of origin 
in other Provinces, excepting grain and grain 
products moving at Crow's Nest Rates." 
This is our first proposal. I need hardly say that it 
is compensatory in its nature. The railway policy and the 
tariff policy formed the core of the national policy designed 
to make of Canada a nation. Whether it succeeded or not is 
beside the point, although I am prepared to admit or to contend 
that Canada is the finest place in the world for a free man 
to live in. Whether the national policy had a large share 
in bringing this about I do not know; but I do submit most 
emphatically that the price paid by the prairie region has 
been 2 heavy one. I would direct the attention of the 
Commission to Part II of the Saskatchewan submission and I 
wish to adopt the material contained therein as part of 
this argument, without specific reference to°.it. 
THE CHAIRMAN: Do I understand this correctly, that the 
subsidy would take the form of aireduction to all shippers 
in every case? 
MR. CRONKITE: A reduction of all freight bills. 
THE CHAIRMAN: Immediately, right then and there? 
MR. CRONKITE: As soon as the appropriate legislation 


was passed. 
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TTHE CHAIRMAN: Yes, of course. Will you proceed, please. 

MR. CRONKITE: Yes. 

It would be futile, Mr. Chairman, for me to argue that 
twenty per cent or any other percentage would be an exact 
compensation. I suppose it is a matter of more or less, and it 
would be a pretty tiresome life if everything could be calculated 
to the last decimal point. Nevertheless, I wish to make 
certain observations which I suggest will stamp the Saskatchewan 
proposal as a reasonable one. 

1. This proposal is modelled on the Maritime Freight 
Rates Act and is in close analogy thereto. Twenty per cent 
is the rate there used. The positions of the two regions are 
quite comparable so far as the handicaps of Confederation 
and the National Policy are concerned. 
2. Our proposals relate to both incoming and outgoing freight. 
COMMISSIONER INNIS: In contrast to the maritimes? 
MR. CRONKITE: In contrast to the maritimes. Otherwise 


they are just the same. 


In appraising the position of the people ‘of* 
Saskatchewan we believe that the consumers as well as the 
producers require relief. Consequently, we ask for the 
reduction on incoming freight also. We are making no 
attempt to establish a protected area. 

After having said what I have said about the customs 
tariff, I do not propose to establish or to attempt to 
establish a protected area in the praries. 

3. Although the impact of Confederation on the 
maritimes is very serious indeed, and it may be doubted whether 
the M ritime Freight Rates Act gives any adequate compensation, 
it is submitted that the plight of the prairie area is even 
more serious. The long haul to the west is longer and the 


Maritimes are in a better position to get some benefit from 
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water transportation. 

4. There is some Evidence that the, impact of the tariff -- 

THE CHAIRMAN: Thet is the customs tariff? 

MR. CRONKITE: Yes; that would be the customs tariff. 

There is some evidence that the impact of the tariff, 
eer aee the national policy, is more serious in the 
case of Saskatchewan. I should like to refer to a table taken 
from a Nova Scotia Publication, "A Submission on Dominion- 
Provincial Relations and the Fiscal Disabilities of Nova 
Scotia within the Canadian Federation" (Royal Commission 
Economic Enquiry). That is another royal commission enquiry. 
This table appears at page 99 and represents the work of the 
late Norman Rogers. I want to make it clear that I make no 
claims whatever for the method used by Mr. Rogers in calculating 
tariff losses and gains. It is significant, however, that 


a study made in Nova Scotia shoulda characterize Saskatchewan 


as the great sufferer. The table follows: 
COMPARISON OF TARIFRP SUBSIDIES AND TARIFF COSTS By PROVIMICES 
Ee a AND TARIFF COSTS BY PROVIMI 
Province Tariff Subsidy Tariff Costs Net Nest 
per capita per capita Gain Logs 
2 per cap- per 
$ $ ita. capi ta 
$ $ 
Pars SON. ay Maa 5.32 23.20 17.88 
EOP SCO GLA wb sc tee » 18.50 30.78 12.28 
New Brunswick....... 19.91 31.58 11.67 
Quebec..... Ar ec areree 46.23 35.20 Fu .O4 
Omceary oto). Ao: visto eae 49.17 15.15 
Be acs 28 44 41.69 13.25 
Saskatchewan. ae SS 47S 28.16 
PEUOYCS oi. Boas gentelst axes Rees ee 38.15 26.93 


British Columbia.... 32.03 54.36 ee. a4 
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I refer only to the last two columns. It will be 

observed that according to this computation two provinces 
made a net gain per capita, and the other seven - I 
expect now it would be the other eight - made a per capita 
loss. According to this computation, Saskatchewan lost 
$28.16 per capita and the nearest to it was Alberta with 
$26.93. As I say, I am not defending this method. I am 
merely citing it for thet.:conclusion, that by the use of 
this method, the impact was hardest on Saskatchewan. 

I should like also to refer the Commission to Table 
XXVII, Exhibit 128. The statistics appearing in this 
table indicate that in the matter of the value of manu- 
facturing, per capita, Saskatchewan trails very definitely 
at the end of the procession, except for Prince Edward 
Island. This again is consistent with 2 conclusion that 
the impact of the customs tariff is very serious in the 
province of Saskatchewan. 

While on the matter of the national policy as em- 
bracing railways and customs tariffs, I should like to 


quote from page 88 of a study by Professor W.A. Mackintosh, 


entitled The Economics Background of Dominion-Provincial 
R€ lations, Appendix 3 to the Report of the Royal Commission 


on Dominion-Provincial Relations. It reads as follows: 
"The general effect of the tariff onthe Prairie 
Provinces has, of course, been to direct the purchases 
of this export region eastward to Ontario and Quebec 
and to a much less extent to the Maritime Provinces, 
and westward, particularly for lumber, to British 
Columbia, rather than south-eastward to the closer 
markets of the United States. To some extent, the 
British preference has directed trade to the United 
Kingdom either through Vancouver or the Eastern ports. 
The direction of these purchases has been of 


importance to Canadian railways." 
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2. Finally, I should like to say that so far as 
Giving effective relief to the people who live on the 
prairies and especially in Seskatchewen, I can think of 
no better way then be relief through freight rate’ peyments. 
Everyone suffers from high freight rates as producer or 
consumer or both and often both directly or indirectly. 

Mr. Chairman, the relief here esked for will require 
an Act of Parliament. We are urging thst your Commission 
Should recommend such action. It is our belief thet the 
relief following from such an Act of Parliament would com- 
pensate in some degree for the burdens of se chronic 
character which had their origin in the political devices 
employed to give effect to the Canadian concept of nation- 
hood. These burdens, when Super-imposed upon the natural 
disadvantages of the inlond prairie region, have resulted 
in a transportation burden which is / grievous indeed, 

THE CHAIRMAN: I think en estimate was given 
in evidence as to the cost of this subsidy. 

MR. CRONKITE: A very rough estimate hos been 
made. 

THE CHAIRMAN: Has that been more sccurate since? 

MR. CRONKITE: No, I think not. It was only a 
rough estimete but I think’ it was substantially correct. 
Any work I saw done on it verifies it. 

THE CHAIRMAN: You can give it to us later. 

MR. CRONKITE: I will give you the reference, 

THE CHAIRMAN: We need not spend any time on 
that now. 

MR. CRONKITE:* Mr. Oliver will find it. Shall I 
Zo on? 


THE CHAIRMAN: Yes, please go on, 
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The Deficit Subsidy 
Mr, Chairmen, I would now direct the attention of 

the Commission to the other factor which has had regional 
Significance. From the earliest days water competition in 
eastern Canede has exerted pressure upon salt ter Eee region, 
During the past quarter century the increasing prominence of 
the motor truck in the transportation field, sgeain with the 
greater impact in Central Canada, hes further increased dis- 
parities in effective rates in that area as compared with the 
relatively less competitive prairie region, This shirt in the 
relative burden has been a progressive phenomenon in our 
transportation economy and is continuing to this dey. This, 
I submit, is a further potent argument for the use of the subsidy 
device. To the extent that the chief beneficisry of both the 
national policy and the regional distribution of the forces! 
of competition has been Central Canade, any subsidy which will 
make possible reductions in rates applicable to western traffic 
may properly be regarded as a device which will redistribute 
the burden now resting on the prairies on 9a more equitable basis, 

The attention of the Commission should be drawn to enother 
factor in support of o subsidy as an equalizing or balancing 
device. It hes been indicated, particulsrly by the Conedien 
Pacific Railway, that very substantisl losses are being incurred 
in the corriage of passengers. It is clear thet these losses 
cennot be taken up by revenue from competitive rates nor cen 
there be any confidence thet i.c.1. rates on short hauls afford 
sufficient revenue over costs to take up the slack. Therefore, 
we are, by @ process of elimination,forced to the conclusion 
that the railways, of necessity, rely upon the long hseul 
traffic to make up for these losses. The point I wish to 
emphasize is that the impact of 211 these problems focusses 
eventually on the long haul traffic end necessitates the 


maintenance of higher rates than ere justified on this type of 


trerftic. 
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The situation may be put in this way: 
(1) There is on sdmitted loss to the railways on passenger 
traffic. We do not know how much and we sre not satisfied 
that a completely accurate picture is available. 
(2) We Suspect, although we cannot prove, that in many 
cases the railways are losing money on competitive rsates 
and perhaps on l.c.l, short hauls., 
(3) The competition from trucks and aircraft will undoubt- 
edly become more severe; 
(4) Excessive rates are being charged on long haul traffic 
in order to compensate for the designated losses, and there 
is every likelihood that there will be en increase in this 


phenomenon, 
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The reference, sir, with reference to the cost 
appears at page 10265, 

THE CHAIRMAN: Page what? 

MR. CRONKITE: Pages 10265 to 10268.. That is in Dr. 
Britnell's evidence. 

THE CHAIRMAN: What is the volume number? 

MR. CRONKITE: Volume A 

COMMISSIONER: ANGUS: You ask for a compensation subsidy? 

MR. CRONKITE: Yes. 

COMMISSIONER ANGUS: When you ask for that, do you 
ask for that in the name of the three provinces? 

MR. CRONKITE: Yes. 

COMMISSIONER ANGUS: Are the other three provinces 
associated with you in making that request? 

MR. CRONKITE: I did not hear it yesterday in Manitoba's 
Submission, but I think I did hear an adherence to two 
types of subsidy; but I believe Mr. Shepard did not mention 
a compensation subsidity. So far as I know, they are not 
associated with us formally. They will have to speak for 
themselves. 

THE CHAIRMAN: What are the figures? 

MR. CRONKITE: About $40 million. 

THE CHAIRMAN: For the three provinces? 

MR. CRONKITE: Yes. 

THE CHAIRMAN: Annually. 

MR. CRONKITE: It is at middle of page 10268. 

THE CHAIRMAN: All right. Will you continue? 

MR. CRONKITE: Yes, MY. Chairman. 

The relative burden of transportation costs to 
Saskatchewan can be summarized in a few words. National 
policy has led to unduly high transportation charges. 

Loss of monopoly in certain traffic in certain areas has led 


to unduly high charges on traffic in areas such as Saskatchewan 
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where relative monopoly has been maintained and particularly 
on traffic least susceptible to competition, namely long-hawl 
traffic. Obviously a rate structure which can do anything 
of any account to correct this Situation is out of the question. 
AS pressure for further revenues continues, increases will 
be applied wherever the monopoly continues, although the 
monopoly position even now is only certain on the long-haul 
traffic. 
Under the heads of equalization and competitive rates 
it has been urged that a rate structure as equitable as 
possible to the prairies should be established. Such 2 rate 
Structure, however, even if achieved, will not be satisfactory, 
Since it may be regarded as almost inevitable that with 
increased competition by other types of carriers, the 
railways will seek to raise the rates on the lang haul and 
in all instances where there is no eompetition. 
It was with this thought in mind that the Province of 
Saskatchewan made the following proposal in the general 
submission (Volume 52, p 10081). It is the heart of the 


proposal and I shall read it to you. 


( Page 21746 follows) 
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"First, as to what may be called deficit subsidies, 
that is payments from the public treasury to the end 
that the railway may continue to provide satisfactory 
services despite inadequate operating revenue. In 
this connection two statements should be made: (1) 
there is definitely no thought of freezing rates after 
equalization has been achieved thus putting the railways 
in the happy position of knowing that the budget 

will be balanced from the public treasury in any event; 
(2) no subsidy of this type will be necessarily 
involved if the railways have progressive management 
and a proper supervision is exercised by the Board, 
The position of the Province is this: granting that 
Substantial equalization is achieved then if as a 
result of rate reductions in other areas there is 

a deficiency of railway earnings, the situation should 
not be corrected by higher rates in Western Canada, 
and other vulnerable areas, Under. such circumstances 
a subsidy should be resorted to, Subject to this, 
normal rate fixing should proceed, under the super- 
vision and guidance of the Board, Indeed both rate 
changes and such a deficit Subsidy will be under the 
Supervision of the Board, strengthened it is expected, 


as suggested in an earlier portion of this submission," 


And that was spoken to this morning by my friend Mr, Mac- 


Pherson, 


This recommendation is here repeated and a sug- 


gested amendment has been filed with the design of making it 


effective, This amendment is as follows -- and without any 


amendment of the Railway Act it would appear as 325.A.; 


3e5.A. On any application by the railways for a general 
increase in freight rates the Board, if it finds 


that the railways require further revenue for 
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their efficient operation, may either: 
(a) order such general increase as it finds 
1s necessary; or 
(b) recommend to the Government of Canada that 
any additional sum so required be paid by 
the Government to the railways or to any 
specified railway, in whole or in part. 
Mr. Chairman:, in our opinion, this suggestion of 
a deficit subsidy is sound, and it may be that your Commission 
on an analysis of the existing situation may find that rates 
Should be adjusted immediately and that payment of a deficit 
subsidy should be made at once in order to make this possible. 
This would in no sense be subsidizing the West. It would, 
in essence, be the devotion of public funds for the provision 
of services in areas where the carrier is operating at a 
loss, 
That is, if I may explain what I mean, it may be 
that we cannot prove that substantial areas are being 
served at a loss to the carrier, and with a--- 
THE CHAIRMAN; That substantial areas what? 
MR CRONKITE: Are being served by the carriers at 
a loss to the carrier, to the railway. 
THE CHAIRMAN: You mean today? 
MR CRONKITE: Today. If that is true, we are 
forced to the conclusion that the long haul rates are 
paying too much; they are paying 2 subsidy to these other 
railways. I suggest, therefore, that the principle which 
appears in the Saskatchewan brief could be extended so that 
this Commission could recommend the payment of a subsidy 
immediately, before waiting for the phenomenon contemplated 
in that passage which I quoted from the brief. 


It will have been noted that our recommendation 
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was conditioned in this manner: that no carrier should 
receive a subsidy unless it was operating effectively and 


economically. 


I should like, in closing, to make a few short 
general observations, 

Under present trends, with increasing competition 
by other carriers, the payments not only of subsidies, 
seem inevitable, but very substantial subsidies. By the 
same token it may also be suggested that the nationalization 
of the Canadian Pacific is inevitable. The question arises 
whether anything may be done to prevent these occurrences, 
In answer, I would say that the compensation subsidy is a 
plain matter of elementary justice, and no change of condi- 
tions will alter that conclusion. I would hope, however, 
that payment of the deficit subsidy might be avoided. 
Perhaps the same might be said of nationalization, 

THE CHAIRMAN: What? That it might be avoided? 

MR CRONKITE: Yes, 

A reading of the transcript of evidence indicates 
that the railways during hearings before this Commission 
have made one suggestion, viz., that rates should be raised. 
Another significant factor to be gleaned from the record is 
the persistent effort of these carriers to meet other 
carriers by cutting rates. 

It has been pretty effectively demonstreted that 
both these devices have their limits and may easily defeat 
themselves. I suggest, however, with some hesitation -- 
with great hesitation -- that the railways may possibly have 
got into a rut. If so, it is time they got out. Instead 
of making sure that the dividend of 5% will be forthcoming 
without effort, why not make an effort to meet the situation? 

I suggest, and again with great hesitation, that 


the situation may not be so hopeless.In the future as some 
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of my other remarks may have indicated. It seems that 
relief may be expected under three heads -- accompanied by 
a growth of the economy, Supporting more people for each 
mile of railway, although I am not advocating bringing 
more people in, but I would hope our economy--- 

THE CHAIRMAN: Not advocating immigration? 

MR CRONKITE; No, sir; I do not want that to be 
implied. I am not saying anything about it. I hope there 
will be more people in Canada and the economy vill support 
them, and that will be good for the railways, I am sure, 
But I think that in addition to that relief may be expected 
under three heads: (1) by taking advantage of technological 
advances ~~ as to achieve a maximum of productivity from 
labour and materials; (2) By frank recognition of the 
existence of potent competitors and an accommodation of 
policy thereto. It is simply astounding that the railways 
Should have continued to lose so much money on passenger 
traffic. Why not yield to the inevitable in some instances 
at least and let the better adapted competitor do the work, 

THE CHAIRMAN: That would mean abandoning passen- 
ger services in some places, 

MR CRONKITE; That might be. 

THE CHAIRMAN: In Saskatchewan? 

MR CRONKITE: I qualify that; I was afraid of that 
question’, so I qualify it in advance, 

The same might be said of competition in the 
freight field. And let me say emphatically that I am not 
Suggesting, but I would oppose, the depriving of any area 
of reasonable service -- and I think that answers your 
question. If it is necessary, in order that a community 
have service, that the railway give that service at a loss, 
then I would have no doubt that the railway should be com- 


pensated from public funds, rather than the users of long- 
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haul freight services on the prairies, The choice is 
Plain there, (3) By closer co-operation between the two 
railway Systems, to the end that service be improved and 
expenses cut. I see three possibilities, along with an 
enlarged economy for the same area, 

COMMISSIONER ANGUS: If the cost of railway 
operation were to increase, for instance, because of in- 
creased wages for labour, would you Simply enlarge the 
Subsidies? 

MR CRONKITE: Well, I don't know. If that becomes 
a legitimate expense of transportation, no, unless it means 
that some users of freight are Paying more and other areas 
are causing a loss to the carrier; if it involves that, my 
answer is yes, There is no reason in the world why the 
payer for freight services on the long haul should pay a 
Subsidy to people in some other area, whether it is in 
Saskatchewan or Ontario or Nova Scotia, and that is just 
what it would be, 

THE CHAIRMAN; By your subsidies would you have 
this result, possibly, that in effect the Parliament ana 
the Government of Canada would be in a position of having 
all the railways on their hands with annual deficits, $4o 
million, in these three provinces you have mentioned, and 
everything else? ; 

MR CRONKITE; They might have; but somebody pays 
it somewhere, always. 

THE CHAIRMAN; Why not have Government ownership 
Outright, then? 

MR CRONKITE: Well, sir, I don't know. Your Com- 
mission, sir, will have much more information before you than 
I have on this matter, and I--- 

THE CHAIRMAN: You would even go so far as to have 


the Board recommending subsidies? 
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MR CRONKITE; I surely hope they will, sir. 

THE CHAIRMAN: Parliament might not agree. 

MR CRONKITE: They might not. Well, I believe 
in democratic processes, representative institutions. 

THE CHAIRMAN: The Board is there primarily to 
fix rates, just and reasonable rates, and let somebody 
else look after subsidies? 

MR CRONKITE: Well, I think the Board does have a 
place, and there was a suggestion--- 

THE CHAIRMAN: Then you would have the Board do 
economic planning in these cases? 

MR CRONKITE: No, sir. The economic planning goes 
no further, to my mind, certainly no further, than was out- 
lined by Mr, MacPherson, subject to this, that in so far 
as that deficit subsidy was recommended--- 

THE CHAIRMAN: Well, the Board might say, "The 
freight rates ought to be this, but this region acannot 
Support this, therefore we will make the rate so much less 
and ask the Government to pay it." 

MR CRONKITE; And then there would be parliamentary 
action, 

THE CHAIRMAN; Isn't that entering into economic 
considerations? . 

MR CRONKITE: Yes; and in so far as it is, I would 
want them to, 

THE CHAIRMAN: I beg your pardon? 

MR CRONKITE: And to that extent I would not be 
afraid of it. 

THE CHAIRMAN: That is a great extent. They would 
have to equip themselves with all the necessary expert 
information and advice and so on, 

MR CRONKITE: Yes. 

THE CHAIRMAN: And then you might have the case of 


inne Sak werk att” 6 


Foe asp 
* Ths 


Sis whSoE wk 


4 Ge ae a Bee ovate. ty ete Oper 16585 temo 
Le 48" ohbae’ AP eA ERWarn oteiee? 
; & La) 286i ij pte ha eve ity wan ‘Aw, 
one ~ wt hee = } 
: * shear, al ; ies? : 4 i. res F ; 
a rt : ‘i? iy ee ee ey hry eb hak ee ty 
i) i [iB 4 wT st hai ru ‘a 
hs ie be : “ Pe 
1 pe gE ears ug . Thlae 
? : : eas 
z ' 7 < 1 OOP aert 
} - ’ whe j \ 
P+ . a Sia’ r 
or 4 * os euM de 
° A ’ i ~ 
ais/t 
eles ae 
“os ¥ - Qian s 
ie PORES WED BT a tes) 
; eh : oe 
eo 
iff . f P :, a 5 
‘ 2 Se wees 5 ar are er ae 
J SO al Be hane. 1X aia hi ge has 3 
> say e eh UO 
% or ie. eo rs > - 
aye vat Wg ror) Sor ety lied 1 4 i 3 
/ ; 6 : + ss > 
’ : » © ot 
, : « 
1G : = 
4 aD Foie at eee * re t 
Z iy ae is a ay i, 4 i ’ 
py 3 2? eA » are 
{ - ; Ly ne a ¥ fhe SE: 
a CUTE | 7 s¥ 
uh z 
be a 
A] ty AL ie « * 
at . yes? 
. ‘ Pie. 
o 4 
os PEE : x 
or i ae = nik 
a7 t 6 te cm a, - eo Ae . re Fn SR ONS nates 
aan Y . f) ? i RT PE a a ig 
- wad Ga 
-* 
wi. 
A 
os i 
an) mee iad te re Sah "i : 
on Nee Sieh 2 * i Uaioe ase ty cs ok mh pe j 
bee ye! F ‘ iter gi 
‘ ~ * wi beteitei "tg ki. : 
ae ; ‘e “a ‘ j 
F £ y 


uf 7 | réith sSeabb tea? 


i) : Sa Toe $ —— : 
py cae ne Fs Po ea oe Perel al heres ae yb ek! iy > ial SOE ¥ 
- , ‘oy : gh r= 8 hare cae ae Te Se desletiytte oy Ae8 nds 
oo Siddh bce | ai say. 2S PLAROAD THM 


-t Ld C : . i 4 ‘ is be 
Shs ae 2 Ugn URS: ME ee Peeper ME TES 
vA - - 4 / Hat 
) 
* ae == iA ¢ e : % me a ? 
>), P 4 a. 2 e- aes Vat | ay ue cep Fie de < ch 4 ety Samy 
rope tai iF ‘ 
* 


. 25 “y ais 


q 8 “es vt sats wut? | Laat “h, ‘ > i 
. mw youl ocks Sherk’ es ef Soil oie ahr i; 


Pe at oe Pea Mire eer = We) eo ee Teme aes a Wet 
st oo wtenesoen’ ant (Le Bale adv lepine bids. ai tiipty os, 
n “as * Lp 
«iG or Lars E 


tate 


< fai baa 


ND 


~21752- Mr, Cronkite 


the Board making such a recommendation, shirking the duty, 
the primary duty, of fixing adequate rates, and then 


Parliament questioning that end the Government questioning 


it: then what? 
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MR. CRONKITE: Well, it would not be the first 
time, sir. 

THE CHAIRMAN: You see, you can't say that 
Parliament must vote whatever the Board submits. 

MR. CRONKITE: No, I believe in Parliamentary 
institutions, and if they won't,well, I just have to 
continue. 

THE CHAIRMAN: Well, I am sorry. You had 
better go on. 

MR. CRONKITE: Well, I am all through, sir. 

MR. COVERT: There is one more paragraph. 

MR. CRONKITE: My faith is that through 
greater effort by the railways, through stricter and 
better informed regulation by the Board and through 
the recommendations which this Commission will make 
an era of prosperity for the railways and improved 
service for the customers will result. 

IT would like in conclusion, my lord, to 
express the same sentiments with which Mr. MacPherson 
began, and on behalf of the Government of Saskatchewan 
I express satisfaction over the creation of the Commission 


and pleasure at the patience shown by the personnel. 


_--The Commission adjourned at 4:45 p.m., to meet 
again at 10:30 a.m. on Friday, May 5, 1950. 
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